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EXECUTIVE  SUMMARY 

In  an  effort  to  target  scarce  Medicaid  dollars  toward  those  individuals 
most  in  need  of  health  care  and  those  services  most  needed  by  program  recipients, 
many  state  Medicaid  officials  have  attempted  to  design  administrative  interven- 
tions which  will  reduce  the  inappropriate  or  excessive  utilization  of  Medicaid- 
funded  services.  This  problem,  which  may  take  the  form  of  "doctor-shopping"  or 
inordinately  high  drug  consumption,  is  limited  to  a  very  small  segment  of  the 
Medicaid  population.  It  nevertheless  can  have  several  serious  negative  effects.  In 
addition  to  wasting  public  monies  on  medically  unnecessary  services,  such  overutil- 
ization  may  actually  threaten  the  individual's  health  and,  when  brought  to  the 
public's  attention,  may  gravely  undermine  its  confidence  in  the  Medicaid  program. 

One  way  states  have  attempted  to  control  this  problem  has  been  to 
develop  recipient-specific  "lock-in"  programs.  Under  these  programs,  Medicaid 
recipients  with  a  history  of  overutilization  are  each  assigned  to  a  single  primary 
care  physician  and/or  pharmacy.  Only  from  these  specific  providers  can  restricted 
recipients  receive  primary  care  services  and/or  drugs.  A  review  conducted  in  late 
1982  by  the  New  York  State  Medicaid  Program  and  NGA's  State  Medicaid 
Information  Center  revealed  that  37  states  had  established  or  would  soon  imple- 
ment lock-in  programs.  These  programs  are  generally  small  and  are  tailored  to  the 
specific  overutilization  patterns  identified.  Individuals  enrolled  in  the  programs 
have  a  history  of  overutilization  of  Medicaid  services  which  is  most  often  detected 
through  computer-generated  exception  reports  and  is  then  verified  by  subsequent 
manual  reviews  conducted  by  trained  personnel. 

Approximately  27,500  individuals  were  enrolled  in  the  37  state  Medicaid 
lock-in  programs  identified  at  the  time  of  our  study,  or  roughly  19  of  every  10,000 
Medicaid  recipients  in  those  states.    Nearly  70  percent  of  all  Medicaid  recipients 
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nationwide  reside  in  the  37  states  with  lock-in  programs.  The  lock-in  population 
therefore  represents  approximately  13  of  every  10,000  Medicaid  recipients  across 
the  country.  Nearly  all  restricted  individuals  are  locked-in  to  either  one  specific 
primary  care  physician  and/or  one  pharmacy.  About  19,200  individuals,  or  roughly 
70%  of  all  restricted  recipients  nationwide,  were  within  the  Illinois  Medicaid 
program,  which  has  enrolled  approximately  173  of  every  I0y000  Medicaid  recipients 
in  its  lock-in  programs.  The  relatively  heavy  concentration  of  lock-in  recipients  in 
Illinois  does  not  appear  to  be  due  to  that  state's  program  having  more  restrictive 
criteria  than  others.  More  likely,  it  reflects  the  fact  that  Illinois  has  made  the 
decision  to  allocate  the  necessary  administrative  resources  to  review  and,  when 
appropriate,  restrict  individuals  exceeding  its  utilization  criteria. 

The  major  impact  of  lock-in  programs  is  a  decrease  in  the  utilization 
levels,  and  therefore  expenditures,  for  restricted  recipients.  With  few  exceptions, 
states  reported  savings  accruing  from  these  programs.  The  average  drop  in  annual 
expenditures  associated  with  each  restricted  recipient  was  estimated  to  be  roughly 
$1,000,  although  the  range  of  individual  states'  savings  varied  substantially.  Using 
this  average  per  capita  savings  figure,  nationwide  Medicaid  savings  can  be 
projected  at  $29.3  million.  When  estimates  of  the  administrative  costs  associated 
with  the  program  are  considered,  net  Medicaid  savings  nationwide  may  be  over  $25 
million. 

While  the  preliminary  data  presented  in  this  report  indicate  that  lock-in 
programs  represent  an  effective  intervention  for  reducing  overutilization  of 
ambulatory  and  pharmaceutical  services,  further  research  would  be  useful  in 
identifying  optimal  program  design  and  assessing  secondary  program  impacts. 
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I.  INTRODUCTION 


This  paper  presents  the  findings  of  a  survey  of  state  Medicaid  recipient 
restriction  or  "lock-in"  program  policies  and  procedures.  This  survey  was  con- 
ducted jointly  in  the  latter  half  of  1982  by  the  Medical  Assistance  Division  of  the 
New  York  State  Department  of  Social  Services  and  the  National  Governors' 
Association's  State  Medicaid  Information  Center.  Follow-up  calls  were  made  in 
late  1982  and  early  1983  to  certain  states  to  clarify  selected  pieces  of  information. 

When  speaking  of  state  Medicaid  programs,  the  term  "lock-in"  has  been 
used  to  describe  several  similar,  yet  distinct,  program  approaches.  Prior  to  the 
passage  of  the  Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35)  "lock-in" 
policy  in  effect  in  several  states  restricted  Medicaid  recipients  who  enrolled  in  a 
health  maintenance  organization  (HMO)  to  using  only  that  HMO  for  a  period  of  up 
to  six  months.  While  the  blanket  authority  for  this  first  form  of  "lock-in"  policy 
was  rescinded  by  P.L.  97-35,  section  2175  of  that  law  did  allow  states  to  waive 
certain  Medicaid  provisions  in  order  to  implement  innovative  service  delivery 
approaches.  In  many  of  the  projects  approved  under  the  provisions  of  section  2175, 
recipients  are  restricted  or  "locked-in"  to  using  only  one  provider  for  certain 
services,  usually  primary  care,  through  the  establishment  of  primary  care  case 
management  systems  or  networks.* 

*For  a  fuller  discussion  of  the  provisions  of  Section  2175  of  P.L.  97-35  and 
descriptions  of  the  earlier  waiver  requests  submitted  by  the  states  under  this 
authority,  see  Medicaid  Freedom  of  Choice:  A  Review  of  Waiver  Applications 
Submitted  under  Section  2175  of  the  Omnibus  Budget  Reconciliation  Act  of  1981, 
National  Governors'  Association,  Washington,  D.C.,  August  1982.  It  should  also  be 
noted  that  the  states'  ability  to  obtain  waivers  to  mandate  six  month  enrollment  in 
prepaid  health  plans  was  severely  restricted  by  the  subsequent  passage  of  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of  1982  (P.L. 97-248). 
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The  focus  of  this  paper  is  not  on  either  of  these  two  policies  but  on  a 
third,  more  prevalent  type  of  "lock-in"  program  specifically  designed  for  indivi- 
duals overutilizing  services.  As  used  in  this  report,  "lock-in"  will  refer  to  those 
procedures  established  within  state  Medicaid  programs,  the  purpose  of  which  is  to 
identify  recipients  who  overutilize  or  inappropriately  use  Medicaid  health  care 
services  and  to  attempt  to  control  their  abusive  utilization  patterns  by  restricting 
these  individuals  to  receiving  certain  services  from  a  specific  provider  or  pro- 
viders. 
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n.  BACKGROUND:  PROGRAMS  TO  CONTROL  OVER  UTILIZATION 


Excessive  or  inappropriate  utilization  of  Medicaid-funded  health  care 
services  can  take  many  different  forms.  It  may  be  an  elderly  individual  receiving 
several  prescription  drugs  from  different  physicians  and  pharmacies  which,  when 
taken  in  combination,  produce  adverse  effects.  It  may  also  be  a  recipient  who  fills 
otherwise  empty  days  by  making  numerous  visits  to  physician  offices  for  the  same 
minor  problem.  Or,  in  a  more  dramatic  case,  it  may  be  an  individual  who  goes  to  a 
number  of  physicians  and  pharmacies  to  obtain  a  large  supply  of  narcotic  drugs  for 
use  or  sale.  Whatever  the  situation,  such  patterns  of  use  will  likely  have  the 
following  negative  effects: 

•  the  individual's  health  may  be  damaged  or  endangered; 

•  Medicaid  expenditures  for  health  services  will  be  increased;  and 

•  the  public's  confidence  in  and  support  for  the  Medicaid  program  may 
be  shaken  when  such  conditions  persist. 

In  states  with  stringent  across-the-board  limitations  on  the  type  and 
number  of  services  covered  under  their  Medicaid  program,  one  perceived  effect  of 
such  policies  is  the  reduction  in  the  potential  to  abuse  or  overutilize  program 
services.  In  other  cases,  state  Medicaid  administrators,  while  attempting  to 
maintain  access  to  a  broader  array  of  medically  required  services  for  the  entire 
program  population,  have  developed  a  number  of  different  mechanisms  designed  to 
reduce  inappropriate  utilization  of  Medicaid  benefits.  At  least  four  different 
programs  which  address  this  situation  can  be  identified: 

•  patient  education  programs,  which  attempt  to  instruct  the  individual 
in  the  proper  use  of  the  health  care  system  and  make  him/her  more 
aware  of  implications  of  his/her  utilization  patterns; 

•  prior  authorization  programs,  which  require  approval  by  a  state  or 
county  representative  before  certain  services  are  provided; 

3 


•  recipient  restriction  or  "lock-in"  programs,  which  limit  individuals 
to  receiving  services  from  a  specific  provider;  and 

•  provider  "lock-out"  programs,  which  prohibit  providers  with  abnor- 
mally high  utilization  practice  patterns  from  participating  in  the 
Medicaid  program. 

The  last  of  these,  the  provider  lock-out  programs  authorized  at  the 
federal  level  by  Public  Law  97-35,  the  1981  Omnibus  Budget  Reconciliation  Act 
(OBRA),  are  based  on  the  premise  that  in  certain  cases  abusive  utilization  patterns 
may  be  generated  by  the  service  providers  themselves.  The  assumptions  underlying 
the  other  three  programs,  however,  are  less  clear-cut  and,  in  fact,  vary  according 
to  the  design  or  focus  of  the  specific  program.  In  general,  patient  education,  prior 
authorization,  or  recipient  restriction  programs  are  applied  to  a  wide  array  of 
services  or  to  broad  groups  of  individuals  whose  utilization  patterns  have  not  been 
individually  scrutinized.  These  approaches  assume  that  problems  of  overutilization 
are  inherent  within  the  health  care  delivery  system,  the  population  being  served  by 
the  program,  or  the  package  of  benefits  being  provided.  Variations  in  this  approach 
can  be  seen  in  patient  education  programs  targeted  to  specific  categories  of 
recipients  (e.g.,  programs  provided  to  AFDC  recipients  during  the  intake  process) 
or  prior  authorization  requirements  established  for  specific  services  that  might  be 
prone  to  overuse. 

These  programs  lodge  responsibility  for  controlling  inappropriate  utiliza- 
tion in  different  actors  within  the  health  care  system.  Patient  education  programs 
focus  on  the  recipient,  attempting  to  improve  his/her  understanding  of  the  proper 
use  of  Medicaid-funded  health  care  services.  Lock-in  programs  place  the  burden 
for  ensuring  appropriate  utilization  of  services  by  Medicaid  recipients  on  individual 
providers  such  as  pharmacies  or  primary  care  physicians.  Prior  authorization 
programs  rest  that  responsibility  with  the  state  or  its  representative,  which  must 
approve  in  advance  the  provision  of  certain  services. 


When  the  assumption  has  been  made  or  empirical  findings  have  indicated 
that  all  or  part  of  a  state  Medicaid  program's  problems  with  overutilization  are 
linked  to  certain  individuals,  many  states  have  made  the  decision  to  target  their 
programs  to  these  individuals.  Patient  education,  prior  authorization,  or  a 
recipient  lock-in  program,  when  imposed  on  a  case-by-case  basis,  are  all  designed 
around  two  principal  components: 

•  the  identification  of  recipients  with  inappropriate  or  excessive 
utilization  patterns;  and 

•  the  implementation  of  interventions  designed  to  reduce  or  control 
these  individuals'  utilization  behavior. 

Originating  in  the  substantial  amount  of  recent  state  interest  in  recipient 
lock-in  programs,  this  paper  examines  policy  and  procedural  issues  faced  by  states 
in  operating  such  programs.  To  examine  how  states  have  structured  their  lock-in 
programs,  the  following  sections  present  information  obtained  from  states  that 
have  established  these  programs  or  expect  to  implement  them  in  the  near  future. 


I 
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III.  GENERAL  SURVEY  FINDINGS 

Thirty-seven  of  the  Medicaid  jurisdictions  responding  to  our  survey 
indicated  that  were  established  recipient  lock-in  programs.*  Nine  of  these 
programs  had  been  implemented  after  passage  of  the  Omnibus  Reconciliation  Act 
of  1981  (PL  97-35),  section  2175  of  which  added  language  to  the  federal  Title  XIX 
statute  specifically  authorizing  these  programs.  The  remaining  twenty-eight 
programs  were  established  before  passage  of  that  federal  legislation,  half  of  those 
originating  prior  to  1979. 

Before  the  passage  of  PL  97-35,  states  most  often  drew  upon  another 
section  of  the  federal  Medicaid  statute  and  regulations  for  the  authority  to 
establish  lock-in  programs.  Section  1902(a)(  30)  of  the  Social  Security  Act  requires 
that  state  Medicaid  programs  "provide  such  methods  and  procedures  relating  to  the 
utilization  of,  and  payment  for,  care  and  services  available  under  the  plan.. .as  may 
be  necessary  to  safeguard  against  unnecessary  utilization  of  such  care  and 
services..."  Regulations  at  42  CFR  456.23  further  require  that  the  state  Medicaid 
agency  have  a  "post-payment  review  process  that: 

a.  allows  state  personnel  to  develop  and  review: 

1.  Recipient  utilization  profiles, 

2.  Provider  service  profiles,  and 

3.  Exception  criteria;  and 

b.  identifies  exceptions  so  that  the  agency  can  correct  misutilization 
practices  of  recipients  and  providers." 

Finally,  regulations  at  42  CFR  440.230  (d)  stipulate  that  the  state  Medicaid  agency 
"may  place  appropriate  limits  on  a  service  based  on  such  criteria  as  medical 
necessity  or  on  utilization  control  procedures." 

*It  should  be  noted  again  that  several  states  indicated  that  lock-in  programs  were 
not  established  because  restrictions  on  the  number  of  physician  visits,  prescrip- 
tions, or  other  services  covered  by  their  programs  effectively  precluded  recipients 
from  consuming  an  excessive  quantity  of  these  services. 
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Table  1 

RECIPIENT  LOCK-IN  PROGRAMS 


Estimated 

%  Total 

Total 

Medicaid 

Medicaid 

Implementation 

Enrollment 

Current 

Population 

Population, 

Date  of 

Since 

Program 

in  Lock-in 

1981 

Program 

Implementation 

Enrollment 

Program 

Alabama 

330,580 

1974 

//  unavailable 

72 

.02 

Arkansas 

219,009 

Nov.  1980 

16 

8 

.003 

Colorado 

145,514 

Jan.  1981 

46 

34 

.02 

Connecticut 

222,237 

Rx  Jan.  1981 

A  II     A  .  .           1  QOI 

All  Aug.  1982 

38 

38 

.02 

Delaware 

50,447 

Jan.  1980 

6 

nnc 

D.  of  Columbia 

121 ,054 

Oct.  1982 

0 

0 

Hawaii 

104,546 

1976 

-7  r 

75 

3j 

.UJ 

ldabo 

/ll  7QO 

NOV. 

L 

z 

f\C\l\ 

Illinois 

1,110,676 

1976 

20,000 

19,200 

1.73 

Indiana 

222,336 

1976 

Unknown 

137 

.06 

Iowa 

195,591 

Dec.  1981 

8 

8 

.004 

Kansas 

148,764 

July  1978 

303 

195 

.13 

Kentucky 

412,783 

Jan.  1972 

Unknown 

611 

.14 

Louisiana 

410,448 

April  1979 

28 

26 

.006 

Maine 

146,334 

1980 

34 

32 

.02 

Maryland 

328,153 

Oct.  1982 

0 

0 

— 

Massachusetts 

746,813 

Initial  Jan.  1979 
Reactivated 
May  1981 

174 

109 

.014 

Michigan 

962,038 

1980 

944 

880 

.09 

Minnesota 

324,008 

Aug.  1976 

591 

150 

.04 

Missouri 

361,117 

1972 

— 

337 

.09 

Nebraska 

76,441 

1970 

624 

394 

.5 

New  Jersey 

661 , 132 

Jan.  1981 

152 

152 

.02 

New  Mexico 

94,524 

1975 

1 ,400 

210 

.2 

New  York 

2,241 , 142 

Sept.  1978 

2,300 

1,613 

.07 

N.  Carolina 

382,386 

July  1982 

— 

0 

— 

N.  Dakota 

32,429 

May  1981 

14 

12 

.04 

Oregon 

170,649 

Oct.  1980 

42 

33 

.02 

Pennsylvania 

1 ,089,999 

1976 

3,052 

2,452 

.2 

S.  Carolina 

271 ,872 

Sept.  1981 

0 

0 

Tennessee 

364,191 

Dec.  1971 

619 

102 

.03 

Texas 

705,843 

Aug.  1982 

0 

19 

.003 

Utah 

/*  O  Ann 

68,090 

-t     1  1001 

July  1981 

222 

222 

.3 

Vermont 

56,777 

April  1979 

20 

5 

.009 

Virginia 

330,949 

July  1978 

243 

187 

.06 

Washington 

331,375 

June  1980 

70 

70 

.02 

W.  Virginia 

207,442 

Oct.  1981 

10 

7 

.003 

Wisconsin 

445,203 

Oct.  1981 

140 

140 

.03 

Totals 

14,135,690 

27,495 

Average 

743 

.19 
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In  general,  state  Medicaid  lock-in  programs  are  relatively  small,  flexible, 
and  tailored  to  the  specific  utilization  problems  exhibited  by  each  individual  being 
restricted.  These  restricted  individuals  have  been  identified  through  computer 
analysis  or  from  referrals  as  having  utilization  patterns  in  excess  of  predetermined 
norms  or  standards. 

Approximately  27,500  individuals  were  enrolled  in  the  37  state  Medicaid 
lock-in  programs  identified  at  the  time  of  our  study  (see  Table  1).  Nearly  70%  of 
all  Medicaid  recipients  nationwide  reside  in  the  37  lock-in  states.  The  lock-in 
population  therefore  represents  approximately  13  of  every  10,000  Medicaid  recipi- 
ents across  the  country,  or  roughly  19  of  every  10,000  Medicaid  recipients  in  these 
states.  About  19,200  individuals,  or  roughly  70%  of  all  restricted  recipients 
nationwide,  were  restricted  by  the  Illinois  Medicaid  program,  which  has  about  173 
of  every  10,000  Medicaid  recipients  enrolled  in  its  lock-in  programs.  As  will  be 
seen  from  the  analyses  presented  in  this  paper,  the  relatively  heavy  concentration 
of  lock-in  recipients  in  Illinois  does  not  appear  to  be  due  to  that  state's  program 
having  more  restrictive  criteria  than  others.  More  likely,  it  reflects  the  fact  that 
Illinois  has  made  the  decision  to  allocate  the  necessary  administrative  resources  to 
review  and,  when  appropriate,  restrict  individuals  exceeding  its  utilization  criteria. 

As  illustrated  in  Table  2,  the  majority  of  states  with  lock-in  programs 
have  less  than  100  individuals  enrolled  in  each  of  their  programs.  Four  states, 

Table  2 

DISTRIBUTION  OF  LOCK-IN  PROGRAMS,  BY  SIZE 


Number  of  Recipients 

Restricted  within  Number  of 

Individual  State  Lock-In  States 

Programs,  as  of  late  1982   


100  20 

101-200  8 

201-500  U 

501-1,000  2 

1,000  _3 

37 
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which  had  established  restriction  programs  in  the  latter  half  of  1982,  had  yet  to 
lock-in  individuals  at  the  time  of  our  survey. 

In  addition  to  lock-in  programs,  a  number  of  states  have  implemented 
other  recipient-specific  programs  to  control  overutilization.  As  noted  in  Table  3, 
four  states  have  established  prior  authorization  programs  for  individuals  identified 
as  overutilizers.  Michigan  and  Tennessee  operate  programs  of  this  type  in 
conjunction  with  their  lock-in  programs.  Two  states— California  and  Nevada— have 
no  lock-in  restrictions,  but  enroll  overutilizers  in  a  prior  authorization  program. 

In  1977  California  began  to  enroll  recipients  who  had  exceeded  normal 
usage  levels  of  prescription  drugs  into  a  prior  approval  program.  In  1981  this 
program  was  expanded  to  include  physician  office  visits.  As  of  August  1982,  a 
total  of  9,075  recipients  have  been  placed  on  prior  approval  for  drug  services  and 
514  for  physician  services.  Recipients  placed  in  the  prior  approval  program  are 
issued  specially  coded,  red  ID  cards  which  alert  providers  to  the  need  for  approval 
prior  to  the  provision  of  services.  Administrators  estimate  that  this  state-run 
program  has  saved  Medicaid  $5  million  since  its  inception. 

The  Nevada  prior  approval  program  for  service  overutilizers  is  more 
comprehensive  in  that  it  covers  all  ambulatory  services  except  emergency,  lab  and 
X-ray.  Case  decisions  concerning  the  need  to  impose  prior  approval  restrictions 
are  made  by  medical  professionals,  with  final  sign-off  by  either  a  physician  or 
pharmacist.  Recipients  enrolled  in  the  program  receive  ID  cards  stamped  "Valid 
for  Emergency  Care  Only."  Providers  must  call  a  control  phone  number  for 
authorization  to  provide  all  other  services.  Approximately  300  recipients  have 
been  included  in  Nevada's  prior  approval  program  since  its  inception. 

Table  3  indicates  that  patient  education  programs  have  had  the  second 
highest  recipient  enrollment  after  lock-in  programs.  All  fourteen  states  indicating 
the  existence  of  formal  patient  education  programs  also  had  established  lock-in 
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programs.  Several  states  note  that  the  two  programs  operate  in  tandem,  with 
overutilizers  first  enrolled  in  the  patient  education  program.  If  education  does  not 
bring  utilization  down  to  acceptable  levels,  lock-in  is  then  initiated. 

Each  individual  enrolled  in  a  lock-in  program  may  obtain  certain  services 
from  only  one  specific  provider.  An  individual  state's  lock-in  program  can  be 
designed  to  restrict  recipients  to  one  or  more  types  of  "primary  provider,"  which 
may  be  a  pharmacy,  primary  care  physician  or  other  type  of  provider.  Once  this 
designation  is  made,  the  individual  can  receive  drugs  or  primary  care  services  only 
from  that  primary  provider.  In  addition,  when  an  individual  is  restricted  to  one 
provider  of  primary  care  services,  that  provider  is  made  responsible  for  authorizing 
referrals  for  non-emergency  specialty  care. 
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IV.  IDENTIFICATION  OF  OVERUTILIZERS 

The  lock-in  process  begins  with  the  identification  of  recipients  demon- 
strating excessive  or  inappropriate  utilization  patterns,  as  described  below. 

A.  Initial  Identification  of  Possible  Overutilizers 

Possible  overutilizers  are  initially  identified  in  either  of  the  following 
ways:  a)  recipients  are  referred,  or  b)  recipients  are  identified  in  computer- 
generated  exception  reports.  A  subsequent  review  process  is  undertaken  to 
determine  if  overutilization  exists  or  if  there  appears  to  be  a  legitimate  medical 
need  for  the  services  rendered. 

1.  Referrals 

Although  most  states  use  automated  exception  reports  to  identify  poten- 
tial overutilizers,  at  least  four  states— Delaware,  Iowa,  Oregon,  and  Washington- 
rely  heavily  upon  information  provided  by  interested  parties  to  identify  candidates 
for  their  lock-in  programs.  Major  referral  sources  include  providers  of  medical 
services  (physicians,  pharmacists,  etc.),  health  and  welfare  departments  (auditors, 
accounting  and  claims  processing  personnel,  case  workers,  etc.),  police  agencies, 
consultants  and/or  program  recipients.  Although  these  states  do  not  employ 
automated  systems  in  the  initial  identification  stage,  computer  assistance  is 
utilized  after  a  referral  has  been  submitted.  For  example,  when  Delaware  receives 
a  referral,  a  printout  is  requested  for  review  purposes.  The  printout  summarizes 
claims  history  and  expenditures. 

In  some  cases,  these  referrals  may  be  rather  indirect.  Iowa  has  a 
tendency  to  select  lock-in  participants  from  those  enrolled  in  their  Recipient 
Health  Education  Program  (RHEP).  These  recipients  are  initially  identified  by 
referral  sources.  Although  no  state  reported  offering  financial  incentives  for  the 
submission  of  referrals,  administrators  in  the  State  of  Washington  indicated  that 
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they  encourage  referrals  by  maintaining  a  toll-free  line  to  the  recipient  review 
unit.  They  feel  that  this  approach  has  been  very  successful. 
2.      Computer-Generated  Reports 

Thirty-four  states  use  computer  generated  utilization  or  claims  processing 
reports  to  identify  individuals  for  restriction.  As  can  be  seen  from  Table  4,  the 
principal  system  used  to  generate  such  reports  is  the  Medicaid  Management 
Information  System  (MMIS).  Of  the  37  states  reporting  the  existence  of  a  lock-in 
program  at  the  time  of  survey,  29  were  operating  a  federally-certified  MMIS,  two 
had  recently  undergone  certification  review,  and  six  employed  alternative 
automated  systems.  The  reporting  capabilities  of  these  systems  permit  the  states 
to  select  recipients  with  high  utilization  profiles,  process  claims  and  produce 
recipient  identification  cards. 

The  MMIS  is  composed  of  six  subsystems,  the  one  most  vital  to  the  lock-in 
program  being  the  Surveillance  and  Utilization  Review  Subsystem  (SURS).  SURS  is 
a  post-payment  review  system  which  uses  Medicaid  claims  information  contained  in 
the  MMIS  files  to  produce  a  variety  of  reports  ranging  in  detail  from  general 
statewide  summary  data  on  Medicaid  utilization  to  statistical  profiles  on  individual 
recipients  and  providers.  SURS  summarizes  utilization  experience  with  averages, 
standard  deviations  and  frequency  distributions,  and  can  indicate  trends  and  make 
comparisons  among  time  periods.  States  use  the  data  provided  by  this  subsystem  to 
detect  fraudulent  or  abusive  activities,  and  to  conduct  quality  of  care  reviews  and 
cost  analyses,  and  to  make  management  decisions.  In  addition,  nine  states 
indicated  that  the  subsystem  provides  information  used  in  detecting  cases  of  child 
abuse.* 


*  Those  nine  jurisdictions  are:  Kentucky,  Maine,  Nebraska,  New  Jersey,  New  York, 
Oregon,  South  Carolina,  Washington,  and  the  District  of  Columbia. 
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B.  Selecting  Lock-in  Recipients 

The  states  which  utilize  the  data  provided  by  SURS  or  an  equivalent 
computer  subsystem  follow  similar  steps  in  selecting  recipients  to  be  included  in 
their  lock-in  program.  Generally,  the  lock-in  process  is  a  four  step  approach. 

Basic  Model 

Step  1.  SURS  or  an  equivalent  system  produces  an  exception  report  identifying 
recipients  whose  utilization  exceeds  certain  predetermined  parameters, 
(e.g.,  more  than  twelve  physician  office  visits  per  year). 

Step  2.  A  certain  percentage  of  cases  appearing  on  the  exception  report  are 
selected  for  further  manual  review. 

Step  3.  Manual  reviews  of  claims  detail  reports  are  made  for  those  recipients 
selected  in  Step  2  in  order  to  identify  cases  in  which  high  utilization  may 
be  appropriate  (e.g.,  for  certain  diagnoses  or  treatment  modalities). 

Step  k.  Those  individuals  whose  high  utilization  is  not  deemed  to  be  appropriate, 
after  they  have  notified  and  given  the  opportunity  for  a  fair  hearing, 
are  locked-in  to  appropriate  primary  providers. 

There  are,  however,  unique  features  and  variations  within  each  of  the  states' 

operating  procedures.    Each  step  will  be  discussed  in  detail  to  elucidate  program 

variations. 

STEP  1:  Generation  of  Exception  Reports 

The  first  stage  of  a  generic  lock-in  program,  is  the  use  of  SURS  or  an 
equivalent  system  to  produce  exception  reports  identifying  recipients  whose 
utilization  exceeds  certain  predetermined  parameters.  The  exception  criteria  used 
for  creating  these  exception  reports  are  usually  developed  by  classifying  partici- 
pants into  peer  groups,  computing  an  average  and  standard  deviation  on  each  report 
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item  and  then  establishing  a  "normal"  range  of  indicator  values.  They  are  based 
either  on  the  average,  plus  or  minus  a  pre-determined  number  of  standard 
deviations  from  the  average,  or  on  a  specific  absolute  value  provided  by  the  user. 
The  standards  are  established  on  the  basis  of  professional  medical  expertise  as  well 
as  Medicaid  program  experience. 

Generally,  criteria  for  acceptable  limits  of  utilization  are  programmed 
into  these  systems  along  with  an  exception  report  generation  capability  that 
identifies  recipients  who  show  excessive  high  or  low  utilization  levels  in 
comparison  to  their  peer  groups.  The  limits  are  derived  either  by  the  system  from 
statistical  manipulation  of  data  accumulated  on  paid  claims  or  by  a  reviewer  who 
introduces  them  as  overrides  to  system-generated  values.  Exception  processing 
then  identifies  recipients  who  may  be  overutilizing  or  inappropriately  using 
services,  such  as  those  receiving  overlapping  prescription  drug  services  or 
excessive  physician  services.  The  user  has  the  following  exception  reporting 
options  and  capabilities: 

a.  The  user  can  select  the  specific  report  items  to  be  used  in  exception 
reporting. 

b.  The  user  can  override  the  system-generated  class  group  exception 
limits,  which  are  often  based  upon  the  report  item  average  plus  or 
minus  two  standard  deviations,  and  specify  the  criteria  to  be  used  in 
absolute  numerical  terms  (e.g.,  number  of  dollars  paid:  $100,000  for 
the  upper  limit). 

c.  The  user  can  select  an  upper  and/or  a  lower  limit  for  a  measurement 
item  with  or  without  user-specified  overrides. 

d.  The  user  can  request  profiles  on  specific  participants  or  all  partici- 
pants in  a  class  group. 
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A  wide  range  of  criteria  and  exception  limits  are  used  by  States  for 
exception  processing.  Some  common  examples  of  exception  criteria,  or  measure- 
ment items,  include  the  following: 

Number  of  office  visits 

Number  of  prescription  drugs 

Number  of  days'  supply  of  drugs 

Number  of  different  providers 

Number  of  emergency  room  visits 

Total  dollars  paid. 

Virtually  every  criterion  is  designed  to  identify  overutilizers  by  measuring  the 
quantity,  frequency  or  variety  of  different  services  rendered.  Table  5  below 
compares  the  varying  limits  used  by  certain  states  for  some  common  criteria. 

Table  5 

COMMON  EXCEPTION  CRITERIA,  VARIATIONS  IN  VALUES  ACROSS  STATES 

(Quarterly  Levels) 


Medicaid 

#  Different 

//  Different 

#  In-Office 

//  Emergency 

Jurisdiction 

#Rx 

Pharmacies 

Physicians 

Physician  Visits 

Room  Visits 

Alabama 

12 

6 

12 

Colorado 

25 

Hawaii 

18 

28 

10 

Illinois* 

12 

5 

7 

Kentucky 

Several 

9 

12 

Maryland 

10 

5 

New  Jersey 

12 

H 

6 

Washington 

15 

5 

5 

12 

3 

W.  Virginia 

26 

6 

Wisconsin 

21 

7 

5 

10 

10 

*  Applicable  to  AFDC  category  of  recipients  only 
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Despite  similarities  in  the  nature  of  the  criteria  selected,  there  is  thus 
substantial  variation  in  the  actual  values  assigned  these  criteria.  For  instance, 
Maryland  uses  an  exception  limit  of  10  prescription  drugs  in  a  quarter,  while  West 
Virginia  sets  its  limit  at  26  prescriptions  in  a  quarter.  Likewise,  the  exception 
limits  for  the  number  of  office  visits  range  from  4  in  Colorado  to  28  in  Hawaii. 
Appendix  A  provides  examples  of  the  complete  exception  criteria  submitted  by 
several  states. 

Sixteen  of  the  responding  states  indicated  that  they  vary  exception  para- 
meters across  geographic  sections  within  state  or  across  categories  of  recipients. 
Table  6  provides  a  summary  of  the  variations  employed  by  these  states. 


Table  6 


BASIS  FOR  VARYING  EXCEPTION  PARAMETERS 
ACROSS  CATEGORIES  OF  RECIPIENTS 


Medicaid  County  or  Eligibility 

Jurisdiction  Geographic  Unit  Age  Sex  Group 


Arkansas  x 
Delaware  x 

District  of  Columbia  x  x  x 

Illinois  x 
Indiana  x 
Iowa  x  x 

Maine  x  x 

Michigan  x 

Minnesota  x  x 

Nebraska  x  x  x  x 

North  Dakota  x 
New  York  x 

North  Carolina  x 
Utah  x 

Virginia  x 
Washington  x 
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In  order  to  comply 
exception  criteria 
indicated  below: 


with  federal  SURS  performance  standards  established  by  HCFA, 
are  adjusted  frequently,  most  often  on  a  quarterly  basis,  as 


Adjustment  of  Criteria 


Time  Period 


No.  of  States 


Annually 
Other* 


Quarterly 
As  necessary 
Monthly 
Semi-Annually 


17 

8 

1 

1 

1 

9 


^Includes  responses  such  as 
unknown  or  not  yet  determined 


Several  reasons  were  given  for  adjusting  parameters.  They  are  to: 
control  the  number  of  cases  which  exceed  exception  criteria 
make  the  program  more  efficient  and  effective 
reflect  changes  in  peer  group  averages  or  norms 
correct  parameters  which  are  found  to  be  too  high  or  too  low 
vary  reviews  and  look  at  different  areas  of  abuse 
focus  reviews  within  selected  areas 
identify  trends  which  may  not  have  previously  appeared 
reflect  changes  in  services/drugs  covered  by  the  Medicaid  program. 


STEP  2:  Cases  Selected  for  Manual  Review 

Presently,  all  states  conduct  a  review  prior  to  restricting  a  recipient  to  a 
primary  provider.  To  permit  the  reviewer  to  obtain  the  most  productive  profiles 
for  analysis,  exception  reports  will  usually  incorporate  a  severity  index.  The  index 
score  will  determine  the  rank  of  a  participant  who  exceeded  the  exception  limits 
and  will  reflect  the  extent  to  which  he  deviated  from  his  peers.    The  index  is 
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computed  as  the  sum  of  products  of  weights  designed  to  reflect  the  relative 
importance  of  the  measurement  item,  the  time  interval  assigned  by  the  user,  as 
well  as  the  extent  of  the  deviation  from  the  exception  limits.  The  index  or  list  is 
printed  in  descending  rank  order  and  thereby  enables  the  reviewer  to  begin  with  the 
highest  exceptors. 

Table  7  shows  the  percentage  or  number  of  excepted  cases  which  are 
selected  for  review.  Responding  states  indicated  that  the  number  of  cases  selected 


Table  7 

PERCENTAGE  OR  NUMBER  OF  EXCEPTED 
CASES  SUBJECT  TO  QUARTERLY  REVIEW 


Percent  of 

Number  of 

State 

Cases 

Cases 

l  V  v   »        w  v_  ./ 

Rpvipwpd 

Alabama 

20 

Colorado 

5 

Connecticut 

100 

Hawaii 

1.5 

minimum  25 

Idaho 

varies 

Illinois 

20-50 

[,000-^0,000 

Kansas 

3-4 

Louisiana 

70 

Maine 

25 

Maryland 

60 

Michigan 

7 

Minnesota 

40 

Missouri 

25 

Nebraska 

100 

New  Jersey 

10 

New  York 

10 

2,000 

North  Dakota 

6-8 

Oregon 

25 

Pennsylvania 

100 

South  Carolina 

1 

Tennessee 

75 

Texas 

50-75 

Utah 

6 

Virginia 

10 

Washington 

2 

West  Virginia 

10 

Wisconsin 

30 
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related  to  available  staff  resources  necessary  to  accomplish  the  reviews  within  a 
certain  time  frame.  The  number  of  reviews  may  change  from  one  review  period  to 
another,  depending  upon  priorities,  staffing  capabilities  and  other  constraints. 

In  addition,  as  discussed  above,  the  actual  value  of  exception  parameters 
may  be  adjusted  upward  or  downward  and  may  affect  the  number  of  cases  which 
will  appear  in  the  exception  report.  Thus,  a  state  which  uses  tight  exception 
criteria  and  conducts  manual  reviews  of  a  substantial  percentage  of  excepted  cases 
may  review  the  same  number  of  cases  as  another  state  which  identifies  a  greater 
number  of  cases  in  its  exception  report  by  employing  broader  criteria  but  reviews 
only  a  small  proportion  of  the  cases. 
STEP  3:  Manual  Review  Process 

In  Step  3,  summary  information  in  the  form  of  claims  detail  reports  is 
prepared  for  those  recipients  selected  in  Step  2.  These  reports  list  information 
from  every  claim  submitted  by  each  provider  who  rendered  services  to  the  selected 
recipient  within  a  specified  time  period.  Then  a  manual  review  of  the  data  is 
conducted  in  order  to  distinguish  those  cases  where  high  utilization  is  appropriate 
from  those  where  there  is  evidence  of  overutilization.  The  reviewer  or  team  will 
extract  and  analyze  the  pertinent  utilization  data  and  will  make  a  recommendation 
on  action  to  be  taken  based  on  their  findings. 

Many  factors  are  examined  to  ascertain  the  nature  of  abuse  or  to 
determine  that  high  utilization  activity  may  or  may  not  be  medically  necessary. 
Diagnosis,  frequency  of  medical  encounters,  and  total  drug  use  are  major  items  of 
importance  for  review  consideration.  Other  items  that  are  evaluated  include,  but 
are  not  limited  to: 

procedure  types  and  frequencies 
duplication  of  services 
age  and  sex 
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medical  specialty  of  provider 
early  drug  refills 
place  of  service. 

Analysis  of  these  data  highlights  abusive  behavior  patterns  and  serves  as  a 
basis  for  lock-in  recommendations.  Recommendations  may  include  the  following: 

1.  Notification  to  the  recipients  that  their  utilization  will  be  closely 
monitored  for  a  certain  period  of  time,  often  ninety  days.  If  at  the 
end  of  that  time  their  utilization  is  still  at  an  inappropriate  level, 
the  state  will  initiate  lock-in  procedures. 

2.  Referral  of  case  to  fraud  unit. 

3.  Counseling  or  health  education  programs.  (Counseling  on  appropri- 
ate use  of  medical  services,  or  on  basic  health  care  principles, 
stresses  the  importance  of  preventive  health  care  measures  and 
discusses  the  necessity  of  continuity  of  care.) 

4.  Lock-in  to  primary  provider(s). 

Table  8  identifies  the  types  of  personnel  who  perform  or  assist  in  the 
initial  claims  review  functions.  The  majority  of  states  employ  medical  personnel  in 
the  review  process,  although  a  few  states  involve  clerks  or  analysts  at  initial  stages 
of  data  extraction.  The  review  committee  or  team  usually  includes  a  variety  of 
medical  personnel  with  a  social  services  background.  All  but  five  states  indicated 
that  the  final  review  decision  was  made  by  a  medical  professional,  in  most  cases  by 
a  physician. 
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Table  8 


INITIAL  CLAIMS  REVIEW 


Medicaid 
Jurisdiction 

Alabama 

Arkansas 
Colorado 
Connecticut 

Delaware 

D.  of  Columbia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Nebraska 

Nevada 

New  3ersey 

New  Mexico 

New  York 

N.  Carolina 

N.  Dakota 

Oregon 

Pennsylvania 

S.  Carolina 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

W.  Virginia 

Wisconsin 


Pharmacist 


Registered 
Nurse 


Types  of  Staff 
Performing  Initial  Claims  Review 


Social 
Physician  Worker 


Other 


Is  There  \ 
Professional 
Sign-Off? 


X 
X 

X 
X 
X 


Medical  Care  Claims 
Reviewer 

Health  Care  Analyst 
Staff  Assistant 
Accounts  Examiner 

Audit  Supervisor 

Dental  Asst.,  Lab. 
Tech.,  Phar.  Asst. 

Analyst 

Analyst 

Prof.  Procedure 
Analyst 

Auditor 

Pharmacy  Interns 
Varied 

Health  Prog.  Rep. 


Clerical 

Health  Care  Analyst 
Analyst 

Health  Care  Rep. 
LPN 

Medical  Review  Analyst 
No  Claims  Review 
Clerks 

Analyst 

Med.  Claims  Analyst 
Clerical 

Generalist 

Various  Professionals 

Medical  Consultant 
Research  Analyst 
Generalist 
Clerk 


Yes 


No 


X 
X 
X 
X 
X 
X 
X 
X 
X 


If  Yes,  By  Whom? 


MD  +  Pharmacist 

Registered  Nurse 

MD,  Pharmacist  + 
Social  Worker 

Pharmacist  and/or  MD 

Pharmacy  +  Physician 
Consultant 

MD 

MD 


Nurse 
Nurse 
Physician 
MD 

Stat.  Medical  Director 
Recipient  Review  Team 
Physician 

MD-In  Some  Cases 
Medical  Review  Committee 
MD 

Reg.  Nurse,  Pharmacist,  MD 
Pharmacist  or  MD 
Medical  Consultant 
Nurse,  Pharmacist,  MD 
Reg.  Nurse,  Pharmacist,  MD 
MD 

Supervisor  +  MD,  Consultant 


Registered  Nurse 

MD 

N/A 

Nurse 

Social  Worker 
MD 

MD  +  Pharmacist 
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STEP  U:  Restrictions  Imposed 

Those  individuals  whose  high  utilization  is  not  deemed  to  be  appropriate 
are  informed  that  they  are  to  be  locked  in  and  given  the  opportunity  for  a  fair 
hearing.  Unless  the  fair  hearing  results  in  a  contrary  decision,  they  are  then  locked 
in  to  appropriate  primary  providers. 

In  general,  the  state  Medicaid  agency  makes  the  final  lock-in  decision, 
with  some  exceptions.  In  New  York  State,  the  agency  submits  recommendations 
but  leaves  the  final  decision  to  the  discretion  of  local  district  staff,  while  the 
decision  in  Michigan  is  made  jointly  by  state  and  local  staff  and  a  physician 
consultant.  Within  the  state  agency,  the  authority  is  most  often  delegated  to  the 
Review  Committee  staff  of  the  SURS  Unit.  The  states  of  Kentucky,  Michigan  and 
South  Carolina  indicated  that  the  final  decision  is  the  responsibility  of  their  staff 
physicians.  Many  states  work  closely  in  conjunction  with  local  district  staff,  who 
may  be  able  to  offer  pertinent  information  not  apparent  from  claims  data.  New 
York  State  encourages  the  local  district  staff  to  contact  the  recipient  and  to  give 
him  an  opportunity  to  explain  his  utilization  pattern  or  to  present  information  or 
evidence  not  found  during  the  review.  Upon  completion  of  the  recipient  contact,  if 
the  local  staff  decides  to  challenge  the  state  agency  recommendation,  they  are 
asked  to  present  additional  information  regarding  the  case. 

States  may  apply  the  lock-in  restriction  either  to  one  particular  recipient 
or  to  an  entire  family  assistance  unit.  As  displayed  in  Table  9,  seventeen  of  the  36 
states  providing  information  on  this  topic  indicated  that  they  imposed  the  lock-in 
restriction  only  on  specific  individuals.  Eight  states  applied  the  restrictions  only  to 
entire  families  or  assistance  units,  while  eleven  states  may  impose  the  restriction 
on  either  a  particular  individual  or  the  larger  unit,  depending  upon  the  circum- 
stances. Several  states  noted,  for  example,  that  the  entire  family  is  restricted  if 
there  is  evidence  that  the  head  of  the  household  may  be  using  a  child's  Medicaid  ID 
to  obtain  drugs  or  if  overutilization  is  documented  for  each  individual  family 
member. 


As  indicated  in  Table  10,  79  percent  of  the  states  reported  that  they 
interviewed  the  recipient  prior  to  imposing  a  restriction.  The  main  reasons  for 
conducting  an  interview  are  to  inform  the  recipient  of  what  action  the  department 
plans  to  take  and  to  give  the  recipient  an  opportunity  to  select  a  primary  provider. 
If  necessary,  the  interviewer  is  available  to  assist  the  recipient  in  the  selection  of 
a  provider.  In  most  states,  the  interview  seldom  leads  to  a  reversal  of  the  lock-in 
decision,  although  there  are  a  few  exceptions.  In  Arkansas,  the  interview  results  in 
a  reversal  of  the  decision  to  restrict  a  recipient  in  60  percent  of  the  cases.  In 
Michigan  and  Virginia,  the  reversal  rates  were  32  percent  and  20  percent,  respec- 
tively. 

If  a  recipient  disputes  the  imposition  of  a  lock-in  restriction,  the 
individual  has  the  right  to  request  a  fair  hearing  to  review  the  basis  for 
restriction.  Table  11  presents  information  on  this  aspect  of  the  program.  Of  the 
13,387  recipients  recommended  for  lock-in  in  the  year  preceding  our  survey,  329 
requested  a  fair  hearing  to  contest  the  decision.  In  220  cases,  the  decision  to 
impose  the  lock-in  restriction  was  upheld;  in  28  cases  the  decision  was  overturned. 
The  remaining  81  cases  were  still  pending  at  the  time  of  the  survey. 

Persons  eligible  for  Medicaid  receive  a  Medicaid  identification  card  which 
enables  them  to  receive  all  services  and  supplies  to  which  they  are  entitled.  This 
card  is  the  most  frequently  used  vehicle  for  notifying  providers  of  the  lock-in 
status  of  program  participants.  Only  two  states,  Massachusetts  and  Pennsylvania 
(in  certain  counties),  issue  photo  identification  cards. 

States  use  different  methods  of  indicating  on  the  card  the  restricted 
status  of  a  locked-in  recipient.  As  illustrated  in  Table  12,  some  states  issue  a  card 
to  a  restricted  recipient.  Cards  may  contain  messages  or  other  information  to 
remind  a  provider  that  a  recipient  is  restricted  and  that  all  medical  care  should  be 
authorized  or  coordinated  by  the  assigned  provider.  The  information  on  the  card 
most  often  includes  the  name  and/or  code  number  of  the  primary  provider.  Among 
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Table  9 


RESTRICTION  UNIT:  INDIVIDUAL  RECIPIENTS  VS. 
ENTIRE  FAMILIES  OR  ASSISTANCE  UNITS 


Entire  Family  or 

Medicaid  Jurisdiction  Individuals  Only  Assistance  Group 


Alabama 

X 

Arkansas 

X 

Colorado 

X 

Connecticut 

X 

Delaware 

X 

District  of  Columbia 

X 

Hawaii 

X 

Idaho 

X 

Illinois 

X 

Indiana 

111  U1UI  IU 

X 

X 

Tnu/a 

lunu 

X 

K  an^as 

at  i  jao 

NA 

NA 

K<=»nti  irkv 

l\L I  i  L l J v —  rs  y 

X 

Louisiana 

X 

Maine 

X 

Maryland 

X 

Massachusetts 

X 

X 

Michigan 

X 

X 

Minnesota 

X 

Missouri 

X 

X 

Nebraska 

X 

X 

Nevada 

X 

New  Jersey 

X 

New  Mexico 

X 

X 

New  York 

X 

North  Carolina 

X 

North  Dakota 

X 

Oregon 

X 

X 

Pennsylvania 

X 

South  Carolina 

X 

Tennessee 

X 

Texas 

X 

Utah 

X 

Vermont 

NA 

NA 

Virginia 

X 

X 

Washington 

X 

X 

West  Virginia 

X 

X 

Wisconsin 

X 

X 

28  19 

NA  -  Information  not 
available 


27 


Table  10 

STATES  CONDUCTING  INTERVIEWS  PRIOR  TO  RESTRICTION 


In  What  %  of  Cases  Do 
Are  Lock-in  Candidates  Interviews  Lead  to 

Interviewed  Prior  to  Reversal  of  Decision 

Medicaid  Jurisdiction  Restriction?  to  Lock-in? 


Yes  No  Percent 


Alabama 

X 

Arkansas 

X 

60 

Colorado 

X 

small 

Connecticut 

X 

Delaware 

X(some) 

District  of  Columbia 

X 

_ 

Hawaii 

X 

26 

Idaho 

X 

0 

Illinois 

X 

1-2 

Indiana 

X 

0 

Iowa 

X 

1 

Kansas 

X 

0 

Kentucky 

X 

_ 

Louisiana 

X 

.01 

Maine 

X 

0 

Maryland 

X 

- 

Massachusetts 

X 

- 

Michigan 

X 

32 

Minnesota 

X 

1 

Missouri 

X 

small 

Nebraska 

X 

Nevada 

X 

New  Jersey 

X 

0 

New  Mexico 

X 

less  than  1 

New  York 

X(some) 

small 

North  Carolina 

X 

North  Dakota 

X 

0 

Oregon 

X 

0 

Pennsylvania 

X 

South  Carolina 

X 

Tennessee 

X 

Texas 

X 

Utah 

X 

5 

Vermont 

X 

0 

Virginia 

X 

20 

Washington 

X 

West  Virginia 

X 

0 

Wisconsin 

X 

Total 

30 

8 
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labelling  messages  used  are  the  following:  '"Restricted,"  "Lock-in  Recipient," 
"Restricted  to  Primary  Physician,"  and  "Restricted  MA  Services." 

The  states  of  Iowa,  North  Dakota  and  Washington  employ  alternative 
methods  of  distinguishing  lock-in  program  participants.  Instead  of  issuing  re- 
stricted cards,  Iowa  and  North  Dakota  send  a  notification  letter  to  past  providers 
and  Washington  distributes  monthly  "restricted"  medical  coupons  to  the  recipient. 
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Table  11 
LOCK-IN  FAIR  HEARINGS 


Total  //  of  recipients 

//  of  fair 

//  of  lock-in 

recommended  for 

hearing  requests 

decisions  upheld 

Medicaid  Jurisdiction 

lock-in  during  past  year 

in  the  past  year 

by  fair  hearings 

Alabama 

32 

0 

- 

Arkansas 

10 

1 

1 

Colorado 

0 

1 

P 

Connecticut 

38 

2 

2 

Delaware 

0 

0 

- 

District  of  Columbia 

* 

* 

* 

Hawaii 

56 

0 

- 

Idaho 

2 

0 

- 

Illinois 

9322** 

52 

50 

Indiana 

40 

0 

- 

Iowa 

8 

0 

- 

Kansas 

127 

5 

5 

Kentucky 

143 

3 

3 

Louisiana 

28 

2 

2 

Maine 

0 

0 

- 

Maryland 

* 

* 

* 

Massachusetts 

232 

4 

4 

Michigan 

706 

14 

11 

Minnesota 

136 

3 

3 

Missouri 

337 

2 

1 

Nebraska 

NA 

63 

63 

New  Jersey 

130 

0 

- 

New  Mexico 

NA 

1 

NA 

New  York 

1500 

130 

44  of  57  held 

North  Carolina 

* 

* 

* 

North  Dakota 

12 

1 

1 

Oregon 

33 

0 

- 

Pennsylvania 

525 

31 

24 

kJKJKJ  LI  1  v>Gl  VJlil  Id 

n 

n 

Tennessee 

NA 

4 

P 

Texas 

* 

* 

* 

Utah 

224 

1 

P 

Vermont 

NA 

0 

Virginia 

NA 

0 

Washington 

56 

3 

3 

West  Virginia 

NA 

0 

Wisconsin 

140 

6 

4  (2  pending) 

13,837 

329 

220 

*  Programs  not  yet  implemented  at  time  of  survey. 

**  2913  assistance  units  (9  3.2  recipients/unit. 

NA  Information  not  available. 

P  Decision  pending  or  hearings  not  yet  held  at  time  of  survey. 
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V.  THE  LOCK-IN  RESTRICTION 


A.  Selection  of  a  Primary  Provider 

After  the  decision  has  been  made  to  lock-in  a  recipient,  a  primary 
provider  is  designated.  Depending  upon  the  nature  of  the  restriction,  this  provider 
may  be  a  physician,  pharmacy  and/or  other  type  of  provider.  Table  13  indicates 
the  different  types  of  providers  to  which  each  state  restricts  recipients.  Twenty- 
five  of  the  37  states  with  lock-in  programs  can  restrict  recipients  to  primary 
physicians  and  23  to  pharmacies.  Most  states  (29)  use  dual  restriction,  limiting  a 
recipient  to  one  physician  and  one  pharmacy.  Of  the  thirteen  states  listing  "other" 
types  of  providers,  eight  indicated  that  their  regulations  gave  them  maximum 
flexibility,  allowing  them  to  restrict  recipients  to  any  type  of  provider  participat- 
ing in  their  Medicaid  programs. 

All  states  require  that  the  primary  provider  be  enrolled  and  certified  to 
provide  services  authorized  under  the  Medicaid  program.  Several  states  indicated 
that  the  provider  cannot  be  currently  involved  in  a  fraud  investigation.  Additional 
guidelines  for  selecting  a  provider  vary  from  one  state  to  another.  For  example: 

•  Minnesota,  Utah,  Pennsylvania,  and  Virginia  specify  that,  if  the  recipient 
is  to  be  restricted  to  one  source  of  primary  care  services,  the  provider 
should  be  a  generalist  (e.g.,  family  practitioner,  general  practitioner  or 
internist). 

•  Missouri  and  Kansas  indicated  that  the  provider  must  be  an  individual 
practitioner  and  cannot  be  a  "group-affiliated  clinic"  or  hospital  with 
multiple  practitioners. 

States  solicit  the  recipient's  cooperation  in  selecting  a  primary  provider, 
following  federal  regulations  mandating  that  the  recipient  be  given  free  choice  of 
providers.  Although  a  state  or  county  worker  may  assist  the  recipient  in  obtaining 
a  provider,  the  major  responsibility  is  delegated  to  the  client.    Most  states  require 
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the  recipient  to  designate  a  provider  within  30  days.  Table  14  shows  the  various 
time  periods  states  allow  their  recipients  for  selection  of  a  primary  provider  and 
indicates  what  action  is  taken  when  the  recipient  fails  to  select  a  provider  within 
the  set  time  period.  Some  states  withhold  the  Medicaid  Identification  Card  until 
the  recipient  cooperates  in  making  the  selection,  allowing  the  recipient  to  receive 
only  emergency  services  in  the  interim.  In  other  states,  the  state  or  local  agency 
administering  the  lock-in  program  designates  a  provider  for  the  recipient.  When 
selecting  a  provider  on  the  recipient's  behalf,  various  procedures  are  followed: 

•  New  York,  Iowa,  and  North  Carolina  designate  a  provider  from  those  used 
previously  by  the  recipient.  North  Carolina  includes  the  name  of  a 
provider  in  the  initial  notification  letter  sent  to  the  recipient,  with  the 
statement  that  failure  to  identify  an  alternative  provider  will  result  in 
lock-in  to  that  provider. 

•  Connecticut  selects  the  provider  closest  to  the  recipient's  residence. 

•  Massachusetts  will  choose  a  primary  pharmacy  based  upon  previous  phar- 
macy use  and  geographic  location. 

Table  15  outlines  the  provider  notification  procedures  employed  by  the 
states.  Fifty-seven  percent  of  the  responding  states  reported  that  consent  is  not 
obtained  from  the  primary  providers  prior  to  being  assigned  a  lock-in  client. 
Several  states  indicated  that  they  did  not  find  it  necessary  to  contact  the  primary 
provider  in  advance  because  providers  agreed  to  serve  in  this  capacity  as  a 
condition  of  enrollment  in  the  Medicaid  Program.  When  notifying  the  provider  of 
the  restriction,  most  states  will  initially  contact  the  provider  via  telephone,  then 
follow  up  with  a  written  confirmation.  States  that  do  contact  the  primary  provider 
prior  to  implementation  of  a  restriction  gave  several  reasons  for  doing  so: 

•  To  explain  the  lock-in  program's  policies  and  procedures. 

•  To  give  the  provider  a  choice  as  to  whether  he  is  willing  to  provide  these 
services  to  the  recipient.     For  example,  Missouri  sends  the  potential 
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Table  1* 


PROCEDURES  FOR  SELECTION  OF  A  PRIMARY  PROVIDER 


Medicaid 
Jurisdiction 


Time  Period  by 
Which  Recipient 
Must  Select 
A  Primary 
Provider 


MA  Card 
Withheld 


Action  Taken  When  Recipient 
Fails  to  Select  a  Primary  Provider 


Primary 
Provider  Chosen 


Other  (Specify) 


Alabama 

— 

X 

Arkansas 

— 

X 

Colorado 

30  days 

X 

Connecticut 

10  days 

X 

Delaware 

D.  of  Columbia 

30  days 

X 

Hawaii 

14-28  days 

X 

Idaho 

30  days 

X 

Illinois 

10  days 

Indiana 

At  interview 

X 

Iowa 

10  days 

X 

Kansas 

30  days 

X 

Kentucky 

30  days 

X 

Louisiana 

30  days 

Maine 

30  days 

Maryland 

14  days 

X 

Massachusetts 

10  days 

X 

Michigan 

— 

X 

Minnesota 

— 

Missouri 

30  days 

X 

Nebraska 

7  days 

X 

New  Jersey 

10  days 

X 

New  Mexico 

X 

New  York 

15  days 

X 

N.  Carolina 

15  days 

X 

N.  Dakota 

— 

Oregon 

X 

Pennsylvania 

10  days 

X 

S.  Carolina 

X 

Tennessee 

30  days 

Texas 

20  days 

X 

Utah 

7  days 

Vermont 

7  days 

X 

Virginia 

30  days 

X 

Washington 

30  days 

X 

W.  Virginia 

Wisconsin 

30  days 

X 

Emergency  claims 
paid  only 


After  20  days,  only 
emergency  claims  paid 


Never  encountered 
this  problem 
All  services  require 
prior  authorization 


7-10  days  to  set  up 
interview 


No  claims  for  abused 
type  services  will  be 
paid 


Placed  on  prior  approval 

Program  manager  assists 
in  decision  making 
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primary  provider  an  agreement,  which  must  be  returned  in  fifteen  days, 
indicating  whether  or  not  he  agrees  to  serve  as  the  authorized  provider. 
•  To  provide  information  on  the  recipient's  utilization  patterns  that  will 

assist  in  case  management.  For  example,  Virginia  sends  the  provider  a 
drug  use  chart  to  show  the  recipient's  usage  patterns  over  a  six-month 
period. 

A  few  states  noted  at  least  occasional  difficulty  in  getting  providers  to 
serve  as  primary  providers.  Currently,  only  the  State  of  Pennsylvania  provides  a 
financial  incentive  to  providers  participating  in  their  lock-in  program.  The  state 
gives  a  $10  monthly  fee  to  the  primary  care  physician  for  each  lock-in  recipient 
assigned  to  his  care. 

Forty-nine  percent  of  the  survey  respondents  indicated  that  all  program 
providers  are  made  aware  of  the  implementation  of  a  restriction  on  an  individual 
recipient.  As  discussed  in  Section  IV,  the  most  frequently  used  device  for  notifying 
other  providers  of  the  restriction  is  the  recipient's  Medicaid  Identification  Card. 
Another  mechanism  is  a  letter  to  all  those  providers  listed  on  the  medical  history 
profile  for  the  recipient  or  who  were  seen  by  the  recipient  during  the  review 
period.  Massachusetts,  for  example,  sends  a  letter  to  any  pharmacy  that  dispensed 
medication  to  the  recipient  prior  to  the  restriction,  notifying  them  of  the 
recipient's  enrollment  in  the  program  and  specifying  that  they  are  not  the  primary 
provider. 

B.  Responsibilities  of  the  Primary  Provider 

The  vast  majority  of  the  restricted  recipients  (98.5%)  are,  in  practice, 
restricted  to  either  a  primary  care  physician,  a  pharmacy,  or  both,  as  indicated  in 
Table  16.  For  this  reason  the  following  discussion  of  the  responsibilities  of  a 
primary  provider  focuses  on  these  two  types  of  providers.  The  responsibilities  of 
those  clinics,  outpatient  departments,  and  dentists  who  serve  as  primary  providers 
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Table  16 


NUMBER  OF  LOCKED-IN  RECIPIENTS,  BY  TYPE  OF  RESTRICTION 


Dual 


Number  of 

R  pstriptinn^ 

l\C  J  LI    1L  L  1UI  1  J 

I\Ca  LI  1L.  LCvJ 

\r  1  ly  ML.  lal  1 

State 

Ph  v  q  i  It"  i  si  n 
l  i  i  y  lm<*-  i  ai  i 

Pharmaru 

Phar nn 3 c v  ) 

Hpn  fist                f™"  1  i  n  1 1~ 

j — i  r\  c  r\  1 1  a 
nU5|Jl  Lai 

Alabama 

79 

Arkansas 

6 

6 

Colorado 

34 

34 

Connecticut 

38 

38 

Hawaii 

H5 

35 

1 

2 

4 

3 

Idaho 

2 

2 

Illinois 

19,200 

19,200 

Indiana 

444 

161 

132 

'14                1 5 

1 1  5 

Iowa 

8 

8 

Kansas 

195 

192 

3 

Kentucky 

611 

61  1 

Louisiana 

10 

9 

1 

(Maine 

34 

Massachusetts 

109 

109 

Michigan 

880 

880 

Minnesota 

i  JU 

c 

J 

145 

Missouri 

337 

2 

6 

324 

5 

Nebraska 

394 

152 

45 

170 

27 

New  Jersey 

152 

152 

New  Mexico 

200 

200 

New  York 

1 ,479 

54 

1,300 

11 

North  Dakota 

14 

7 

4 

1  1 

1 

Oregon 

33 

Pennsylvania 

2,773 

324 

2,439 

4  2 

Tennessee 

103 

103 

Utah 

160 

160 

Vermont 

5 

5 

Virginia 

187 

3 

4 

179 

Washington 

70 

70 

West  Virginia 

14 

7 

7 

Wisconsin 

140 

 L34 

 6 

Subtotals  by  type  of 

restriction 

27,906 

20,840 

3^060 

3,592 

 1_9  34 

 161 

Other 


Subtotals  as  percent  of 
total  restricted 
population 

Footnotes: 

(a)  controlled  substances 


(b)  1 -optometrists'  services 
1  -transportation 
5-podiatric  services 


74.67% 


10.97% 


12.87% 


.07% 


12%  .58% 


34" 


114^ 


33 


200 


.72% 


(c)  physician,  pharmacy  and  hospital  (triple-restriction) 

(d)  clinic  and  pharmacy  (dual  restriction) 


(e)  podiatric  services-2 
medical  supplies-2 

(f)  physician,  pharmacy  and 
hospital  (triple-restriction) 
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for  approximately  1.5%  of  all  lock-in  recipients  are  similar  to  those  duties  of  the 
primary  physician. 

I.  Responsibilities  of  the  Primary  Physician 

In  general,  under  state  Medicaid  lock-in  programs,  the  primary  care 
physician  is  delegated  the  responsibility  of  overseeing  the  health  care  needs  of  the 
restricted  recipient  and  providing  or  authorizing  all  medically  necessary  care  for 
which  the  recipient  is  eligible.  The  provider  should  be  knowledgeable  about  the 
recipient's  health  care  problems  and  aware  of  the  care  and  services  the  recipient  is 
receiving,  and  consequently  better  able  to  plan,  coordinate,  and  monitor  the 
delivery  of  health  care  services. 

Generally,  states  will  pay  only  for  ambulatory  care  claims  submitted  by 
the  primary  provider,  except  under  the  following  circumstances: 

•  In  cases  where  the  primary  physician  has  referred  a  recipient  to  another 
physician,  or 

•  In  cases  of  documented  emergencies. 

In  the  event  the  recipient  may  need  specialty  care  or  services  which  the 
primary  physician  cannot  provide,  it  is  the  physician's  responsibility  to  refer  the 
recipient  to  an  appropriate  specialist.  There  are  basically  two  mechanisms  used  to 
authorize  referrals:  written  referral  slips  or  telephone  referrals.  These  may  be 
used  alone  or  in  combination.  Some  states  leave  it  to  the  providers'  discretion  to 
determine  which  mechanism  is  most  appropriate.  As  indicated  in  Table  17  below,  a 
referral  slip  is  most  often  used  to  refer  a  patient  to  another  provider. 

Different  types  of  documentation  are  required  to  authorize  payment  to 
the  referred  provider,  depending  on  the  type  of  referral  mechanism  which  is  used. 
When  a  referral  slip  is  used,  most  states  require  that  the  copy  of  the  slip 
accompany  the  claim  payment  form.  When  the  primary  physician  authorizes  refer- 
rals by  telephone,  states  usually  require  identifying  information  on  the  claim  such 
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Table  17 


MECHANISMS  USED  BY  PRIMARY  PHYSICIANS  TO  AUTHORIZE  REFERRALS 

Methods  No.  of  States 
Referral  slip  or  other 

written  notice  14 

Telephone  call  7 
Provider's  discretion,  either 

referral  slip  or  phone  call  7 


Both  referral  slip  and 

telephone  call  required  3 
Other  6 


as  the  primary  provider's  name  and  code  number.  Several  states  require  direct 
contact  with  the  primary  physician  to  confirm  the  referral.  Another  method 
practiced  by  Virginia,  is  to  have  state  staff  personally  contact  the  primary  provider 
to  confirm  the  referral  at  the  time  of  the  post-payment  review. 

Many  states  will  automatically  deny  a  claim  for  ambulatory  care  if  it  is 
not  from  the  primary  provider,  an  authorized  referral  or  an  emergency  situation. 
Most  other  states  will  hold  for  manual  review  a  claim  submitted  by  someone  other 
than  the  primary  provider  in  order  to  determine  if  an  emergency  or  referral 
situation  occurred.  Some  states  have  other  policies.  Iowa  pays  for  the  first 
ambulatory  care  claim  submitted  by  a  non-primary  provider  without  the  necessary 
documentation,  but  denies  subsequent  claims.  Maine  will  pay  only  if  the  service 
was  delivered  when  the  state's  prior  authorization  unit  was  closed  and,  therefore, 
not  available  to  determine  the  medical  necessity  of  service. 

States  have  adopted  a  number  of  approaches  to  curb  inappropriate  use  of 
hospital  emergency  rooms  and  at  the  same  time  comply  with  program  regulations 
stipulating  that  no  recipient  on  lock-in  status  shall  be  denied  medical  services  in 
emergency  situations.   Most  states  (54%)  have  a  system  whereby  emergency  room 
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claims  are  pended  for  review  prior  to  payment.  The  purpose  of  the  review  is  to 
determine  whether  the  service  provided  was  a  medical  emergency.  Some  states 
will  pay  only  for  specific  emergency  room  codes  as  specified  in  their  state 
regulations.  A  few  states  require  that  a  contact  be  made  with  the  primary 
provider;  and  with  his  or  her  concurrence,  the  claim  will  be  paid.  Kansas 
stipulates  that  the  claim  must  have  supporting  documentation  of  an  emergency. 

Other  mechanisms  employed  by  varibus  states  to  control  hospital  emer- 
gency room  abuse  include: 

•  Kansas,  Virginia  and  West  Virginia  may  recommend  lock-in  to  a  hospital 
when  a  recipient  overutilizes  multiple  emergency  rooms  or  outpatient 
services  on  a  regular  basis. 

•  Maine  requires  that  a  recipient  sign  a  form  stating  that  he  will  be 
financially  responsible  for  emergency  room  services  he  receives  which  are 
not  true  emergencies. 

•  Alabama,  Idaho  and  Louisiana  set  a  limit  for  all  recipients  on  the  number 
of  emergency  room  visits  that  are  allowed  (Idaho  allows  6  visits  per  year). 

•  Hawaii  and  Iowa  issue  notification  to  hospitals  that  the  Medicaid  Program 
will  pay  only  for  specific  services. 

•  Missouri  and  North  Carolina  counsels  lock-in  recipients  regarding  proper 
use  of  emergency  room  services. 

•  North  Dakota  has  developed  rules  and  regulations  for  use  of  emergency 
room  services. 

•  New  Jersey  will  lock  in  only  to  pharmacies  providing  24-hour  service. 

•  Massachusetts  permits  a  pharmacy  to  dispense  no  more  than  a  72-hour 
supply  of  a  drug  to  a  restricted  recipient  in  an  emergency  situation.  The 
pharmacy  must  obtain  an  original  prescription  from  the  prescriber  stating 
that  an  emergency  existed. 

I4\ 


In  most  instances,  states  do  not  notify  primary  providers  when  recipients 
assigned  to  their  care  receive  emergency  care  from  another  provider.  The  seven 
states  which  have  provisions  for  notifying  the  primary  provider  after  the  service  is 
rendered  are:  Colorado,  District  of  Columbia,  Hawaii,  Idaho,  Nebraska,  North 
Carolina,  and  South  Carolina.  North  Carolina  has  a  procedure  whereby  a  quarterly 
print-out  of  all  emergency  room  services  is  sent  to  the  providers. 
2.  Responsibilities  of  the  Primary  Pharmacy 

In  general,  states  restricting  recipients  to  one  pharmacy  require  that  the 
primary  pharmacy  be  responsible  for:  (1)  dispensing  prescribed  drugs  and  medical 
supplies  to  the  recipient,  and  (2)  monitoring  the  drug  utilization  of  the  restricted 
recipient.  Some  states  require  that  the  lock-in  pharmacy  maintain  a  patient 
profile  for  the  recipient. 

As  a  rule,  only  the  lock-in  pharmacy  may  bill  Medicaid  for  pharmaceutical 
services  provided  to  the  assigned  recipient.  Prescriptions  obtained  in  emergency 
situations  may  be  an  exception  to  this  rule  and  in  these  instances  payments  are 
usually  authorized.  To  address  the  need  for  emergency  services,  New  Jersey  will 
lock  in  a  recipient  only  to  a  pharmacy  which  provides  24-hour  services.  New  York 
advises  the  recipient  that  in  emergency  situations  he  is  to  obtain  pharmacy 
services  from  a  hospital  emergency  room  if  the  primary  pharmacy  is  closed. 
C.  Duration  of  the  Restriction 

The  duration  of  a  lock-in  requirement  varies  by  the  type  of  provider  to 
whom  a  recipient  is  restricted.  As  indicated  in  Table  18,  restrictions  are  most 
often  imposed  for  an  initial  period  of  7  to  12  months,  although  this  period  can 
range  from  under  6  months  to  over  24  months. 
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Table  18 


LENGTH  OF  INITIAL  LOCK-IN  RESTRICTION 

Type  of  Provider 

Restriction         0-6  months  7-12  months   13-18  months   18-24  months    over  24  months 


Physician  1  10                  1                   2  2 

Pharmacy  15  10  4 

Dual  4  11                  1                   0  U 

Dentist  0  10                   1  1 

Clinic  0  112  2 

Hospital  0^21  2 

6  32                  4                    6  15 


Profiles  of  restricted  recipients  are  produced  periodically  to  allow  moni- 
toring of  their  total  health  care  utilization.  Monitoring  is  done  at  the  state  level 
and  most  often  involves  a  review  of  recipients'  Claim  Detail  Reports.  The  main 
reason  for  periodic  review  of  profiles  is  to  determine  if  utilization  has  changed  and 
to  decide  whether  continuation  of  the  lock-in  is  warranted  after  the  initial 
restriction  period  ends.  Recipients  may  remain  locked-in  until  monitoring  shows 
that  they  have  demonstrated  adequate  improvement  in  their  utilization  and  have 
usage  patterns  within  acceptable  levels.  Pennsylvania  may  also  conduct  an 
additional  review  of  utilization  when  a  recipient  requests  that  the  restriction  be 
lifted.  In  addition  to  determining  the  duration  of  the  lock-in,  some  states  indicated 
that  periodic  reviews  allow  them  to  better  monitor  program  savings. 


The  frequency  of  reviews  are  indicated  in  Table  19,  which  follows. 


Table  19 

FREQUENCY  OF  UTILIZATION  RE-REVIEWS 


How  Often 

No.  of 

Cases  Reviewed 

States 

Monthly 

2 

Quarterly 

7 

Semi-annually 

8 

Every  9  months 

2 

Annually 

13 

Other 

5 

Total 

37 

If  it  is  deemed  necessary  to  renew  the  restriction,  more  than  50  percent 
of  the  states  will  impose  an  additional  twelve-month  restriction  period.  Table  20 
identifies  the  variation  in  the  duration  of  extension  periods: 


Table  20 

DURATION  OF  ADDITIONAL  RESTRICTION  PERIODS 


Time  Period  No.  of  Responding  States 

3  months  k 

6  months  4 

12  months  15 

over  12  months  5 

Sixteen  states  have  not  observed  a  rebound  to  high  utilization  levels, 
After  restrictions  have  been  removed,  although  six  states  have.  This  point  will  be 
addressed  further  in  Section  VI. 


VI.  EFFECT  OF  LOCK-IN  ON  PROGRAM  EXPENDITURES 


A.  Gross  Savings 

All  states  with  lock-in  programs  in  operation  at  the  time  of  the  survey 
indicated  that  their  programs  appeared  to  have  achieved  at  least  one  of  their 
intended  goals—namely,  to  reduce  restricted  recipients'  utilization  of  Medicaid 
services.  This  general  statement  can  be  made  in  spite  of  the  fact  that  some  states 
have  reported  cases  in  which  an  individual's  utilization  actually  increased  after  the 
restriction  was  imposed.  For  example,  a  study  of  the  Minnesota  lock-in  program 
found  that,  while  total  expenditures  were  reduced  under  the  state's  program,  15% 
of  the  recipients  incurred  greater  expenditures  under  the  restriction,  their 
expenses  averaging  68%  to  74%  higher  than  those  during  the  pre-restriction 
period.* 

States  estimate  savings  due  to  lock-in  by  comparing  utilization  levels 
immediately  prior  to  the  imposition  of  the  restriction  with  those  experienced 
afterward.  These  comparisons  were  most  often  carried  out  on  a  sample  of  the 
state's  lock-in  population.  The  difference  in  Medicaid  expenditures  On  behalf  of  the 
sample  before  and  after  lock-in  are  extrapolated  to  a  state's  entire  lock-in 
population.  Estimates  of  these  amounts,  which  for  the  purpose  of  this  report  are 
identified  as  "gross  savings,"  are  presented  in  Table  21  for  those  states  able  to 
provide  such  information.** 

As  can  be  seen  from  Column  2  of  this  table,  an  estimated  $28.3  million  in 
gross  savings  was  reported  in  those  25  states  which  provided  dollar  estimates  of 

*  See  "Case  Study  and  Analysis  of  the  Minnesota  Medical  Assistance  Recipient 
Restriction  Program,"  prepared  by  Pracon,  Inc.  as  a  Hoffman-La  Roche  Medicaid 
Utilization  Management  Program  Special  Report,  Fairfax,  Virginia,  September 
1980. 

**  It  should  be  noted  that  the  numbers  of  restricted  recipients  in  each  state  shown 
in  this  and  subsequent  tables  may  differ  slightly  from  figures  presented  in  Table  1 
because  in  some  instances  data  for  this  analysis  were  derived  from  a  different  time 
period. 
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the  impact  of  their  lock-in  programs.  The  range  of  the  savings  was  quite  wide, 
from  $308  in  Arkansas  to  over  $16.3  million  in  Illinois.  Similarly,  the  percentage  of 
pre-restriction  total  expenditures  for  the  restricted  population  which  these  gross 
savings  represent  varies  from  state  to  state.  In  New  York,  for  example,  gross 
savings  were  estimated  at  26  percent  of  original  expenditure  levels.  The  Minnesota 
study  cited  above  found  expenditures  for  the  entire  restricted  population  to  be 
reduced  by  46  percent  while  the  restriction  was  in  place. 

Because  this  substantial  variation  in  total  gross  savings  is  due  in  large 
part  to  the  difference  in  the  sizes  of  the  state  programs  (Arkansas  has  seven 
recipients  locked  in,  and  Illinois  reports  approximately  19,200  restricted 
individuals),  a  better  measure  of  the  effectiveness  of  these  programs  is  perhaps  the 
annual  gross  savings  estimated  for  each  locked-in  recipient.  These  figures  are 
presented  in  Column  3  of  Table  21.  As  can  be  seen,  even  when  the  sizes  of  the 
states'  lock-in  programs  are  considered,  the  difference  in  levels  of  gross  savings  is 
nonetheless  significant,  ranging  from  a  low  of  $44  in  Arkansas  to  a  high  of  $7,500 
for  the  Utah  program,  more  than  half  of  this  latter  state's  savings  coming  from 
inpatient  hospital  savings. 

Prior  to  the  survey,  the  authors  hypothesized  higher  per  capita  savings  in 
a  program's  earlier  period.  This  hypothesis  was  based  upon  the  assumption  that  as 
states  began  their  programs  they  would  target  them  toward  the  individuals  with  the 
most  excessive  utilization  patterns,  who  therefore  held  the  potential  for  the 
greatest  savings.  If  the  program  was  then  expanded  to  enroll  additional  recipients 
with  lower  severity  index  scores,  average  potential  savings  could  be  expected  to 
drop  as  new  recipients  were  added. 

This  hypothesis  of  diminishing  returns  was  not  supported  by  the  states 
responding  to  our  survey,  although  most  of  them  noted  that  this  issue  had  not  been 
fully  analyzed.  Three  states,  however,  observed  that  per  capita  savings  actually 
increased  as  more  recipients  were  restricted,  which  might  indicate  an  increase  in 
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the  "deterrent"  effect  of  the  program  as  it  became  better  known  or  more 


effectively  administered.  Michigan,  for  example,  stated  that  the  first  evaluation 
of  its  program  showed  annual  savings  of  $932  per  locked-in  recipient.  Its  most 
recent  evaluation  indicated  annual  per  capita  savings  of  $2,121. 

For  the  25  states  providing  data  on  gross  savings,  the  average  annual 
savings  per  restricted  recipient  was  $1,019.  If  this  estimate  of  per  capita  gross 
savings  were  applied  to  the  approximately  986  restricted  recipients  in  the  nine 
states  which  had  lock-in  programs  in  operation  at  the  time  of  the  survey  but  were 
not  able  to  provide  savings  estimates,  an  additional  $1  million  in  gross  savings 
could  be  attributed  to  lock-in  programs,  bringing  the  nationwide  estimate  of  annual 
savings  to  $29.3  million. 

Although  the  figures  presented  in  this  section  are  valuable  in  providing 
some  rough  estimate  of  the  impact  of  lock-in  programs  on  Medicaid  expenditures, 
some  caution  should  be  used  in  comparing  savings  figures  across  states.  Several 
factors  other  than  the  direct  effectiveness  of  an  individual  state's  program  might 
affect  its  estimated  level  of  savings.  Among  these  factors  are  the  following: 

1.  Representativeness  of  Sample 

As  indicated  earlier,  all  states  based  their  savings  estimates  on  a 
comparison  of  expenditures  made  before  and  after  imposition  of 
the  restriction,  the  assumption  underlying  the  approach  that  all  other 
things  bieng  equal,  pre-  and  post-utilization  levels  should  be 
generally  the  same.  Most  often  states  compared  the  expenditures 
for  only  a  sample  of  their  total  lock-in  recipients,  although  several 
states  with  small  programs  performed  this  analysis  on  their  entire 
restricted  population.  The  criterion  most  frequently  used  for 
including  specific  cases  within  this  sample  is  that  the  individual 
maintained  continuous  Medicaid  eligibility  throughout  the  entire 
pre-  and  post-  lock-in  periods.  If  these  samples  are  not  truly 
representative  of  a  state's  entire  lock-in  population,  the  analysis 
might  yield  biased  estimates  of  the  real  dollar  impact  of  the 
program. 

2.  Date  of  Information 

The  savings  data  presented  in  Table  21  for  the  most  part  represent 
states'  most  recent  estimates  of  program  impacts.  In  some  cases, 
the  most  recent  analysis  carried  out  by  a  state  is  as  much  as 
several  years  old.  Consequently,  the  estimates  of  program  impacts 
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do  not  all  cover  the  same  point  in  time  and  are  not  suitable  for 
comparison.  The  bulk  of  the  data,  however,  reflects  1982  esti- 
mates. 

3.  Variations  in  Service  Packages  and  Reimbursement  Levels 

The  figures  presented  in  Table  21  provide  estimates  of  the  changes 
in  expenditure  levels  associated  with  the  imposition  of  lock-in 
restrictions.  To  the  extent  that  the  figures  reflect  not  only  the 
changes  in  utilization  levels  over  time  but  also  the  reimbursable 
value  of  these  services,  with  all  other  things  being  equal,  the  states 
with  high  reimbursement  rates  will  realize  greater  savings  from 
their  lock-in  programs. 

Similarly,  any  changes  in  the  service  package  or  reimbursement 
levels  of  a  state's  Medicaid  program  which  occurred  during  the 
study  periods  and  which  were  not  explicitly  accounted  for  in  the 
comparative  analysis  would  distort  the  actual  impact  of  a  state's 
lock-in  program.  Reductions  in  service  packages  or  reimbursement 
levels  would  likely  exaggerate  the  effects  of  the  lock-in,  while 
increases  in  coverage  or  reimbursement  rates  would  mask  the 
program's  full  effect.  Only  one  state  reported  exploring  the 
impact  of  rate  changes  on  the  level  of  savings  attributable  to  lock- 
in  restrictions.  Preliminary  data  analysis  by  New  York  State 
estimated  that,  if  historical  growth  patterns  in  rate  and  expendi- 
ture levels  were  considered,  the  state's  lock-in  program  might  be 
saving  $1900  rather  than  $1482  per  recipient  per  year. 

4.  Method  of  Estimation 

Many  states  focused  their  estimates  of  cost  savings  on  those 
services  under  the  direct  control  of  the  primary  provider  (i.e.,  in 
the  case  of  a  pharmacy  lock-in,  drugs;  and  for  physician  lock-ins, 
ambulatory  services,  including  emergency  room  care).  The  ques- 
tion of  whether  lock-in  programs,  particularly  physician  lock-ins, 
had  any  effect  on  inpatient  utilization  was  one  which  was  not 
directly  addressed  in  the  utilization/expenditure  analyses  carried 
out  by  most  states.  The  general  rationale  for  this  exclusion  was 
that  inpatient  hospital  services  were  far  more  closely  controlled  by 
the  physician  and  not  left  to  the  recipient's  discretion,  and 
therefore  much  less  subject  to  recipient-initiated  overutilization. 

Several  states  did,  however,  attempt  to  link  the  existence  of  a 
lock-in  restriction  with  a  change  in  inpatient  hospital  utilization 
and  expenditures.  For  example,  of  the  $7,500  in  annual  per  capita 
gross  savings  shown  in  Table  21  for  the  State  of  Utah,  approxi- 
mately $4,320  is  derived  directly  from  changes  in  inpatient  hospital 
utilization.  If  only  ambulatory  services  had  been  considered,  the 
state's  annual  per  capita  savings  would  thus  be  reduced  to  $3,180. 

The  opposite  situation  existed  in  the  case  of  New  York  State.  Like 
Utah,  New  York's  estimated  $1,482  in  annual  per  capita  gross 
savings  took  into  account  changes  in  inpatient  hospital  utilization. 
Unlike  Utah,  however,  the  effect  of  including  inpatient  services 
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was  to  reduce  the  level  of  New  York's  savings.  Expenditures  for 
those  services  that  fell  squarely  within  the  state's  restriction 
program— physician,  clinic,  and  pharmacy  services—were  reduced 
by  nearly  half.  In  addition,  expenditures  on  other  ambulatory 
services  such  as  dental  and  eye  care,  transportation  and  durable 
medical  equipment,  which  were  not  directly  restricted  by  the  lock- 
in  program,  were  reduced  by  nearly  39%.  Institutional  long  term 
care  expenditures  also  dropped,  but  only  slightly.  On  the  other 
hand,  inpatient  hospital  expenditures  increased  from  the  pre-  to 
the  post-restriction  period  by  an  annual  per  capita  amount  of  $265, 
resulting  in  the  state's  final  estimate  of  $1482  in  per  capita 
savings.  Clearly,  more  detailed  study  is  required  to  fully  assess  the 
impact  lock-in  programs  have  on  utilization  of  inpatient  hospitali- 
zation and  other  services  not  directly  restricted  by  the  program. 

New  York  State's  analysis  of  the  impact  of  its  lock-in  program  also 
revealed  some  interesting  variations  in  savings  levels  by  type  of  restriction,  and  by 
the  assistance  category,  age,  and  sex  of  the  restricted  recipient,  as  indicated  in 
Table  22.  There  were  sizable  variations  in  savings  across  different  types  of  lock-in 
restrictions.  Overall,  restrictions  resulted  in  a  26.3%  reduction  in  expenditures 
from  pre-restriction  levels,  without  adjusting  for  inflation.  While  the  number  of 
cases  examined  for  certain  types  of  restrictions  are  too  small  to  draw  firm 
conclusions,  certainly  such  variations  suggest  the  need  to  examine  in  further  detail 
the  changes  in  utilization  and  the  characteristics  of  individual  restricted  recipi- 
ents. 

Further  details  on  New  York  State's  findings  are  presented  in  Table  23. 
This  table  disaggregates  total  percentage  savings  by  type  of  service,  aid  category 
and  age  group.  These  data  are  preliminary  and  for  small  populations  in  some  cases, 
but  they  reveal  certain  interesting  facts.  Expenditures  for  certain  services,  such 
as  physician  and  pharmacy  services,  were  reduced  under  all  types  of  restrictions 
and  for  all  subcategories  of  restricted  recipients.  Expenditure  levels  for  other 
services,  most  notably  inpatient  hospital  services,  were  much  more  volatile, 
increasing  under  certain  restrictions  and  for  certain  population  groups  and 
decreasing  under  others. 
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The  savings  estimates  discussed  above  are  based  upon  comparisons  of 
expenditure  levels  before  and  during  lock-in  restrictions.  To  assess  the  longer  run 
impact  of  the  restrictions,  states  were  asked  whether  they  observed  a  rebound  to 
higher  utilization  rates  after  the  restrictions  had  been  removed.  Five  states- 
Kansas,  Iowa,  Utah,  New  Mexico  and  Minnesota— had  found  evidence  of  such  a 
pattern.  Maryland  indicated  that  a  rebound  occurred  after  removal  of  voluntary 
restrictions  imposed  under  its  patient  education  program.  A  study  of  the 
Minnesota  lock-in  program  indicated  that  during  the  restriction  period  overall 
expenditures  decreased  by  46%,  and  expenditure  levels  did  increase  in  the  12- 
month  period  after  the  restriction  was  removed,  but  these  post-restriction  levels 
were  nonetheless  1 3%  below  pre-restriction  amounts. 
B.  Administrative  Costs  and  Net  Savings 

The  previous  discussions  have  focused  on  the  effect  lock-ins  have  had  on 
service  expenditure  levels,  the  difference  between  pre-  and  post-restriction  levels 
being  defined  as  "gross  savings."  To  more  accurately  assess  the  effect  of  these 
restrictions  on  overall  program  expenditures,  however,  consideration  must  be  given 
to  the  costs  associated  with  their  administration. 

Of  the  25  states  which  provided  information  on  the  gross  savings  from 
their  restriction  programs,  20  states  were  able  to  provide  some  estimate  of  the 
annual  administrative  costs  associated  with  the  operation  of  these  programs.  This 
information  is  presented  in  Column  5  of  Table  21.  Individual  states'  estimates  of 
their  administrative  costs  varied  widely,  ranging  from  Hawaii's  finding  of  almost 
negligible  costs  to  a  high  of  $767,000  for  the  State  of  Illinois'  very  large  program. 
It  should  be  noted  that  Illinois,  which  at  the  time  of  our  survey  had  nearly  eight 
times  more  lock-in  recipients  than  the  state  with  the  next  largest  restriction 
program,  reported  administrative  costs  which  were  less  than  four  and  one-half 
times  the  amount  reported  by  any  other  state. 
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As  with  the  gross  savings  figures,  caution  should  be  used  in  interpreting  or 
comparing  these  figures,  which  in  many  cases  are  only  very  rough  approximations 
of  actual  expenses.  Many  of  the  caveats  presented  in  the  discussion  of  gross 
program  savings  also  apply  to  administrative  cost  estimates.  In  addition,  it  should 
be  noted  that  states  generally  did  not  allocate  to  their  lock-in  programs  any  of  the 
direct  costs  of  operating  their  MMIS  or  alternative  computer  systems.  In  addition, 
many  of  the  states  in  which  county  staff  played  a  role  in  administering  the  program 
were  unable  to  assign  a  dollar  value  to  these  inputs.  Thus,  Table  21  probably 
understates  to  some  degree  the  true  administrative  costs  of  the  program.  Further, 
it  must  be  noted  that,  so  long  as  utilization  review  is  a  federally  mandated 
function,  a  large  portion  of  lock-in  program  expenditures  represent  fixed  costs. 

The  relative  weight  of  directly-related  computer  costs  to  total  admini- 
strative costs  was  examined  in  the  previously  cited  study  of  the  Minnesota 
program.  Administrative  costs  were  calculated  in  three  different  ways: 

1.  Not  including  any  directly-related  computer  costs  (systems 
costs  being  viewed  as  fixed  costs  unaffected  by  operation  of 
the  lock-in  program); 

2.  Allocating  total  SURS  system  costs  to  the  lock-in  program, 
multiplied  by  the  percent  of  total  SURS  manpower  assigned 
to  the  program;  and 

3.  Allocating  50%  of  total  SURS  system  costs  to  the  lock-in 
program. 

Annual  administrative  costs  for  the  Minnesota  lock-in  program  were 
estimated  to  be  $95,000,  $101,38^,  and  $179,000  under  these  three  alternatives, 
respectively.  Administrative  costs  were  thus  only  7%  higher  than  the  base  figure 
when  systems  costs  were  allocated  in  proportion  to  manpower,  but  88%  higher 
when  half  the  systems  costs  were  allocated  to  the  lock-in  program.  The  figure 
derived  from  the  second  alternative  was  used  as  the  estimate  of  Minnesota's 
administrative  costs  in  Table  21,  since  SURS  is  usually  much  less  than  half  the 
contract  costs  of  an  MMIS  system. 
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Once  administrative  costs  are  calculated,  they  can  be  subtracted  from 
gross  savings  to  provide  an  estimate  of  the  net  savings  of  a  lock-in  program.  Net 
savings  for  those  20  states  which  were  able  to  estimate  administrative  costs 
totalled  $22.1  million.  Only  Arkansas,  which  had  only  seven  recipients  in  its 
program  at  the  time  of  the  survey,  reported  a  net  loss  for  its  lock-in  program.  All 
other  states  experienced  net  savings,  with  annual  savings  from  the  large  Illinois 
program  estimated  at  nearly  $18.6  million.  Net  savings  figures  are  presented  in 
column  6  of  Table  21. 

Column  7  of  Table  21  provides  estimates  of  annual  per  capita  net  savings. 
Excluding  Arkansas,  savings  estimates  ranged  from  $182  in  Virginia  to  $7333  in 
Utah.  Across  all  of  the  listed  state  programs,  net  savings  averaged  $877  per 
restricted  recipient.  If  this  average  figure  were  applied  to  the  approximately  3,541 
lock-in  recipients  in  those  states  for  which  a  net  savings  figure  was  not  available, 
an  additional  $3,105,457  in  net  savings  would  be  projected.  This  would  bring  the 
estimate  of  nationwide  net  Medicaid  savings  produced  by  lock-in  programs  to  $25.2 
million. 

Another  way  of  assessing  the  efficiency  of  lock-in  programs  is  to  examine 
the  relationship  between  gross  savings  and  administrative  costs.  The  final  column 
in  Table  21  presents  the  values  for  this  benefit-cost  ratio  for  those  states  which 
were  able  to  determine  their  administrative  costs.  With  the  exception  of  the 
smallest  operational  lock-in  programs  (Arkansas),  the  data  indicate  that  the  states 
more  than  recouped  their  administrative  costs  in  the  form  of  program  savings.  The 
range  is  from  $1.05  in  savings  for  every  dollar  spent  in  New  Jersey  (which  operated 
an  essentially  manual  system  at  the  time  of  our  study)  to  $45.00  in  savings  per 
dollar  expended  in  Utah.  The  average  benefit-to-cost  ratio  for  all  states,  weighted 
by  program  size,  was  $12.79  to  $1.  This  average  figure  was  heavily  influenced  by 
the  large  program  in  Illinois,  which  had  an  estimated  return  of  $21.30  on  the  dollar. 
The  average  for  all  other  states,  excluding  Illinois,  was  $6.85  in  savings  per  dollar 
spent. 
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C.  Comparison  of  Savings  with  Prior  Authorization  Programs 

As  noted  in  Section  II  of  this  report,  lock-in  programs  represent  only  one 
of  several  possible  methods  employed  by  states  to  control  the  overutilization  of 
individual  recipients.  One  apparently  very  close  administrative  substitute  for  a 
lock-in  program  is  a  program  requirement  that  services  provided  to  individuals 
identified  as  overutilizers  be  prior  authorized  by  a  designated  unit  at  the  state  or 
local  level. 

Two  states  operate  recipient-specific  prior  authorization  programs  in 
addition  to  a  lock-in  program.  Once  a  pattern  of  overutilization  has  been 
identified  and  the  determination  made  that  some  form  of  restriction  is  necessary, 
the  staff  of  the  Tennessee  lock-in  program  decide  whether  a  lock-in  restriction  or 
a  prior  authorization  requirement  is  most  appropriate.  In  general,  individuals 
whose  utilization  patterns  indicate  "doctor-shopping"  (  i.e.,  making  numerous  visits 
that  may  not  be  medically  necessary  to  a  number  of  physicians)  are  locked-in  to  a 
single  primary  physician.  Recipients  whose  patterns  reflect  an  inappropriately  high 
level  of  drug  utilization  are  usually  assigned  to  the  prior  authorization  component, 
with  prior  approval  by  the  state  Medicaid  agency's  restriction  unit  required  for  all 
prescriptions.  Approximately  100  individuals  are  enrolled  in  the  state's  lock-in 
program;  another  66  are  subject  to  its  prior  authorization  requirement. 

The  State  of  Michigan  employs  both  prior  authorization  and  lock-in 
restrictions  to  control  individuals  identified  as  overutilizers.  The  county  decides 
which  control  program  to  employ.  As  of  August  1982,  Michigan  had  2,216  Medicaid 
recipients  enrolled  in  restriction  programs;  1,336  were  under  prior  authorization, 
and  880  were  under  a  physician  lock-in.*  Last  year  the  state  completed  an 

*  Another  630  recipients  were  issued  warning  letters  informing  them  that  their 
utilization  patterns  appeared  high  and  would  be  closely  monitored  for  three  months 
to  assess  whether  restrictions  were  required. 
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evaluation  of  its  programs  that  provides  some  interesting  insights  into  the  relative 
effectiveness  of  the  two  restriction  approaches.  The  evaluation  compared  the 
changes  in  utilization  and  1981  expenditure  levels  of  710  recipients,  468  of  whom 
were  under  prior  authorization  in  19  counties,  and  242  of  whom  were  recipients  in 
22  counties  where  they  were  assigned  to  a  primary  provider. 

The  468  recipients  in  the  prior  authorization  program  experienced  de- 
creases of  94%  in  the  number  of  physician  encounters  and  95%  in  the  number 
termed  as  "abusive  prescriptions."  In  line  with  the  standard  methodology  used  for 
assessing  lock-in  program  impacts,  decreases  were  measured  by  comparing  base 
period  utilization  (uncontrolled)  to  utilization  while  in  the  control  program.  The 
decrease  in  services  resulted  in  an  average  annual  decrease  in  expenditures  of 
$4,528.03  per  recipient  and  a  total  cost  avoidance  of  $2,119,115.97  over  projected 
base  period  utilization  for  the  468  recipients.  The  242  recipients  in  the  primary 
provider  lock-in  program  showed  decreases  of  65%  in  physician  encounters,  86%  in 
emergency  room  visits,  58%  in  prescriptions,  and  69%  in  abusive  prescriptions. 
These  decreases  resulted  in  an  average  decrease  in  expenditures  of  $2,120.98  per 
recipient  and  a  total  cost  avoidance  of  $513,276.55  over  projected  base  period 
utilization  for  these  242  recipients. 

These  findings  indicate  that  per  capita  gross  savings  under  Michigan's 
prior  authorization  program  were  113%  greater  than  gross  savings  realized  through 
its  lock-in  restrictions.  A  complete  identification  and  allocation  of  administrative 
costs  was  not  available;  consequently,  a  comparison  of  the  net  savings  from  the 
two  programs  could  not  be  made.  However,  the  prior  authorization  program's 
heavier  reliance  on  county  personnel  to  approve  service  requests  might  cause  that 
program's  administrative  costs  to  be  somewhat  higher  than  those  of  the  lock-in 
program,  thereby  reducing  the  difference  in  net  savings. 


57 


Differences  in  the  types  of  utilization  problems  addressed  by  each 
approach  might  be  one  cause  of  at  least  part  of  the  variation  in  savings  resulting 
from  Michigan's  two  restriction  programs.  State  staff  indicate  that  a  recipient 
whose  utilization  profile  demonstrates  a  pattern  of  doctor-shopping  or  excessive 
emergency  room  use  is  usually  enrolled  in  the  lock-in  program  and  assigned  a 
physician  from  whom  he  is  to  receive  all  primary  care.  However,  if  a  recipient's 
profile  indicates  that  an  excessive  number  of  services  is  being  obtained  from  a 
single  provider,  that  individual  is  most  often  placed  in  the  prior  authorization 
program.  To  the  extent  that  this  assignment  process  is  systematically  carried  out, 
differing  utilization  characteristics  of  the  populations  in  the  two  restriction 
programs  may  influence  ultimate  savings  levels.  A  more  controlled  experiment, 
however,  with  overutilizers  randomly  assigned  to  either  a  prior  authorization  or 
lock-in  program,  would  no  doubt  shed  more  light  on  the  effectiveness  of  each 
intervention  on  various  patterns  of  overutilization. 


58 


VII.  CONCLUSIONS 


The  findings  of  our  survey  indicate  that,  while  the  implementation  of 
lock-in  programs  was  officially  sanctioned  by  PL  97-35,  many  states  had  already 
used  existing  regulatory  authority  to  establish  such  programs.  Lock-in  programs 
are  small,  usually  restricting  less  than  one  percent  of  a  state's  population  to  either 
a  single  primary  care  physician  and/or  pharmacy. 

Evidence  indicates  that  these  programs  have  achieved  their  objective  of 
reducing  the  utilization  rates  of  their  enrolled  recipients.  Nearly  all  the  programs 
have  accomplished  this  goal  in  a  cost-effective  manner,  with  returns  of  from  $1.05 
to  $45.00  per  dollar  invested  in  program  administration.  A  better  assessment  of 
program  impact  nationwide  could  be  achieved  through: 

•  more  accurate  and  standardized  identification  and  evaluation  of  the 
program's  administrative  costs;  and 

•  more  thorough  analysis  of  the  effects  of  lock-in  on  the  utilization  of 
services  not  directly  restricted  under  the  program  (e.g.,  inpatient 
hospital  care). 

This  preliminary  analysis  of  lock-in  restrictions  has  resulted  in  the 
identification  of  several  topics  worthy  of  further  research  efforts.  To  fully 
compare  the  relative  effectiveness  of  lock-in  versus  other  types  of  restrictions 
such  as  recipient-specific  prior  authorization  requirements,  a  careful  analysis  of 
the  differences  in  recipient  characteristics  and  pre-restriction  utilization  patterns 
between  the  two  restricted  population  groups  would  be  required. 

Finally,  while  the  principal  emphasis  of  this  report  has  been  upon  the 
financial  impact  of  lock-in  programs,  the  effect  of  such  restrictions  on  the  health 
status  of  enrolled  recipients  must  also  be  given  consideration.  In  theory,  the  case 
management  services  provided  by  the  primary  physician  should   improve  the 
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continuity  and  coordination  of  care  received  by  restricted  recipients.  Similarly, 
the  improved  drug  utilization  monitoring  afforded  by  centralizing  the  dispensing  of 
prescriptions  to  one  pharmacy  should  control  the  excessive  utilization  of  poten- 
tially dangerous  drugs  and  reduce  the  risk  of  ingestion  of  contra-indicated  drugs. 
Verification  and  measurement  of  these  potential  benefits  as  well  as  the 
identification  of  other  related  impacts  of  the  restriction,  both  positive  and 
negative,  must  await  further  research  in  this  area. 
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APPENDIX  A 
EXCEPTION  CRITERIA 
UTILIZED  BY  SELECTED  STATES 


(All  amounts  are  quarterly  unless  otherwise  specified) 


Colorado 


If  any  of  the  following  levels  are  exceeded  in  any  one  quarter  of  year,  a  utilization 
review  will  be  conducted. 


25  or  more  prescriptions 

3  drugs  in  same  therapeutic  class 

4  or  more  physicians 
25  or  more  prescriptions 

Hawaii 


Services  Parameters/Quarter 

Office  Visits  28 

Emergency  Room  10 

Lab  35 
Consultants  7 
Home  visits  5 

Psych.  Outpatient  35    (1/2  hr.) 

Physical  Therapy  20 
Vision  Appliances  8 

Hospital  Days  40 

Drug  Parameters/Month 


6  prescriptions 
150  Units 


Iowa 


Procedures  for  Recipient  Utilization  Review 

Each  month,  two  computerized  reports,  based  on  previous  month's  and  an  accumula- 
tion of  past  months'  paid  claims,  are  received  from  Data  Processing  listing 
recipients  who  have  exceeded  the  following  parameters: 


Previous  month's  report: 


1.  Recipient  received  10  or  more  different  drug  items  in  one  month 

2.  Recipient  received  the  same  drug  item  3  or  more  times  in  one  month 

3.  Recipient  received  drugs  from  2  or  more  different  vendors  in  one  month 

k.      Recipient  received  drugs  from  2  or  more  different  prescribers  with  the  same 
specialty  in  one  month 


A-1 


Accumulation  of  past  month's  paid  claims: 


1.  Recipient  had  2  or  more  nursing  home  visits  in  one  month 

2.  Recipient  had  8  or  more  office  visits  in  one  month 

3.  Recipient  had  5  or  more  home  visits  in  one  month 

4.  Recipient  had  2  or  more  hospital  (outpatient-clinic)  visits  in  one  month 

5.  Recipient  received  service  from  2  or  more  different  physicians  with  same 
specialty  in  one  month 

6.  Recipient  had  claims  (5)  of  $300  or  more  in  one  month 

Indiana 

When  reviewing  exception  reports  for  recipient  overutilization,  the  following 
criteria  are  used: 

1.  High  in  prescription  drugs 

2.  Low  in  inpatient  hospital  days 

3.  Visits  to  two  (2)  or  more  different  physicians 

Kentucky 

In-office  criteria  for  referral  to  physicians  for  the  Lock-In  Program 

1.  Frequent  and  apparent  unnecessary  visits  to  a  physician's  office  -  k  or  more 
per  month 

2.  Visiting  several  physicians  -  3  or  more  per  month 

3.  Frequent  and  unnecessary  visits  to  the  emergency  room  -  not  of  an  emergency 
nature 

4.  Excessive  prescriptions  -  8  or  more  per  month  with  a  high  ratio  of  neurological 
drugs 

5.  Prescriptions  being  filled  at  several  different  pharmacies. 
Maryland 

Annual  Exception  Report: 

1.  20  or  more  physician  in-office  visits 

2.  20  or  more  OPD  visits 

3.  40  or  more  prescriptions 

4.  10  or  more  pharmacies 

5.  20  or  more  of  combination  of  in-office  visits  and  OPD  visits 
Massachusetts 

Exception  reports  are  generated  for  any  one  or  combination  of  the  following 
parameters: 

Code  Explanation 

C       The  recipient  has  15  or  more  pharmacy  claims  in  the  time  period  considered. 
$       The  total  amount  billed  for  pharmacy  claims  for  the  recipient  within  the  time 

period  was  equal  to  or  greater  than  $200.00. 
P       Four  or  more  pharmacies  submitted  claims  for  this  patient  within  the  time 

period. 
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M      Recipient  had  four  or  more  prescribers  within  the  time  period. 

T       The  patient  had  four  or  more  claims  for  drugs  in  the  same  therapeutic  class 

within  the  time  period. 
S       The  patient  had  two  claims  with  the  same  drug  code  and  date  of  service  from 

different  pharmacies. 

New  Jersey 

Number  of  physician  visits  -  6  or  more  per  quarter 
Number  of  different  physicians  -  4  or  more  per  quarter 
Number  of  prescriptions  -  12  or  more  per  quarter 
Number  of  different  pharmacies  -  4  or  more  per  quarter 
Number  of  total  amount  provider  visits  -  12  or  more  per  quarter 
Pharmacy  payments  -  Total  $300  or  more  per  quarter 
Outpatient  payments  -  Total  $500  or  more  per  quarter 
Inpatient  payments  -  Total  $3,600  or  more  per  quarter 

North  Dakota 

Use  three  standard  deviations  from  the  norm  and  rely  upon  exception  weighting.  In 
some  instances,  relative  values  are  used  rather  than  standard  deviations  (e.g.,  more 
than  3  physician  office  visit  per  quarter). 

Oregon 

Criterion  -  3  standard  deviations  from  the  mean,  sometimes  less 
South  Carolina 

The  Division  of  Program  Integrity  may  review  these  exceptional  recipients'  profiles 
using  the  following  criteria: 

1.  Six  to  12  months  will  be  the  basis  for  use  of  services  and  costs; 

2.  Nursing  Home/institutionalized  recipients  will  be  excluded; 

3.  Recipients  with  greater  than  $500  to  $800  per  six  to  12  months  in  Medicaid 
charges,  excluding  surgery  and  inpatient  hospital  charges; 

4.  Recipients  with  two  or  more  inpatient  hospital  stays  in  12  months; 

5.  Recipients  using  four  or  more  physician  providers  in  12  months; 

6.  Recipients  with  an  overall  total  of  12  or  more  visits  in  a  year  which  includes 
physician  office  visits,  Rural  Health  Clinics,  Mental  Health  Outpatient  Clinics, 
Comprehensive  Health  Clinics,  DHEC  Clinics,  hospital  outpatient  clinics  and 
emergency  rooms.  These  visits  can  be  used  in  any  combination,  but  the  total 
cannot  exceed  18  per  fiscal  year  per  recipient. 

Vermont 

More  than  2  doctors 

More  than  3  visits  per  month  to  emergency  room 
More  than  3  prescriptions 
More  than  2  drugstores 
More  than  5  office  visits 


Washington 


If  a  recipient  exceeds  any  one  of  the  below  criteria  during  a  90  day  period  they  may 
be  considered  for  restriction: 

Total  prescriptions  -  15 
Total  number  different  providers  -  25 
Number  different  physicians  -  5 
Number  different  pharmacies  -  5 
Number  of  office  visits  -  12 
Number  of  emergency  room  visits  -  3 

West  Virginia 

26  or  more  prescriptions 

6  or  more  different  doctors,  excluding  hospital  stays 

Wisconsin 

More  than  9  providers 

More  than  4  physicians 

More  than  9  office  visits 

More  than  9  emergency  room  visits 

More  than  3  hospital  stays 

More  than  $150  dental  paid 

More  than  $350  drug  paid 

More  than  20  prescriptions 

More  than  1000  high  abuse  drug  dose 

More  than  6  pharmacies 

More  than  6  practitioners 
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APPENDIX  B 


STATE  MEDICAID  CONTACT  PERSONS 


Ms.  Mary  E.  Osborne,  RN 
Associate  Director,  S/UR 
Medical  Services  Administration 
2500  Fairlane  Drive 
Montgomery,  Alabama  3613 
(205)  277-2710,  X-280 

Mr.  Robert  Ogden 
Chief  of  MA 

Department  of  Health  and  Social  Services 
Division  of  Public  Assistance 
Pouch  H-07C 
Juneau,  Alaska  99811 
(907)  465-3355 

Mr.  Roy  Jeffus 

Manager,  Recipient  Utiliz.  Unit 
Department  of  Human  Services 
Division  of  Social  Services 
P.O.  Box  1437 

Little  Rock,  Arkansas  72203 
(501)  371-2091 

Ms.  Janet  Toney 
Chief 

Department  of  Health  Services 
Beneficiary  Utilization  Review  Unit 
714  P  Street,  Rm  1340 
Sacramento,  California  95814 
(916)  322-8444 

Mr.  Gene  Reisdorf  f 
Manager 

Division  of  Medical  Assistance 
1575  Sherman  Street 
Denver,  Colorado  80203 
(303)  866-5282 

Mr.  Leroy  Schrump  also 
Accts.  Examiner 

Department  of  Income  Maintenance 
110  Bartholomew  Avenue 
Hartford,  Connecticut  06106 
(203)  566-3093 

Ms.  Patricia  Phillips 
Administrator,  Central  Medicaid 
Division  of  Economic  Services 
Delaware  State  Hospital,  Briggs  Bidg 
New  Castle,  Delaware  19720 
(302)  421-6134 


Mr.  Erwin  Bodo 
Administrator 

Dept.  of  Health  and  Rehab.  Services 
MA  Program  Integrity  Office 
1317  Winewood  Boulevard 
Tallahassee,  Florida  32201 
(904)  487-2355 

Mr.  Robert  Hammock 
Utilization  Review  Manager 
Dept  of  Medical  Assistance 
P.O.  Box  38436 
Atlanta,  Georgia  30334 
(808)  548-8496 

Florence  J.  Chinn,  MD 
Medical  Consultant 
DSSH-MCAS 
P.O.  BOX  339 
Honolulu,  Hawaii  96809 

Ms.  Marcee  Stiltner 
Utilization  Review  Analyst 
Dept  of  Health  and  Welfare 
Divison  of  Welfare 
MA  Section,  Statehouse 
Boise,  Idaho  83720 
(208)  334-4327 

Ms.  Karyn  Ranney 
Supervisor 

Recipient  Utilization  Review  Program 
Department  of  Public  Aid 
628  East  Adams,  4th  Floor 
Springfield,  Illinois  62701 
(217)  782-0490 

Ms.  Marilyn  Schwent 

Medicaid  Specialist 

Department  of  Income  Maintenance 

110  Bartholomew  Avenue 

Hartford,  Connecticut  06106 

(203)  566-3251  or  7428 

Mrs.  Wanda  Hayward 

State  Welfare  Nurse  Consultant  III 

State  Department  of  Public  Welfare 

Medicaid  Division 

100  North  Senate  Avenue 

Indianapolis,  Indiana 

(317)  232-2042 


Ms.  Carol  Van  DePol 
Recipient  Health  Counselor 
Bureau  of  Medical  Services 
Hoover  State  Office  Building 
Des  Moines,  Iowa  50319 
(515)  281-8197 

Ms.  Sandra  Stallbaumer 

Surveillance  <5c  Util.  Review  Coordinator 

SRS,  Medical  Programs 

RM  628  South  State  Office  Bldg 

Topeka,  Kansas  66612 

(913)  296-3981 

Mr.  Wayne  Cooley 
Section  Supervisor 
Medical  Assistance  Program 
Commonwealth  of  Kentucky 
275  East  Main  Street 
DHR  Building 

Frankfort,  Kentucky  40621 
(502)  564-2687 

Ms.  Bernice  Gautreaux 
SURS 

Dept  of  Health  and  Human  Resources 
Office  of  Family  Security 
Medical  Assistance  Program 
P.O.  Box  44065 

Baton  Rouge,  Louisiana  70804 
(504)  925-7215 

Ms.  Priscilla  Carney 
Director 

Division  of  SURS 
Dept  of  Human  Services 
221  State  Street 
Augusta,  Maine  04333 
(207)  289-3081 

Mr.  Richard  A.  Cederstrom 

Administrative  Specialist 

MA  Compliance  Administration 

201  West  Preston  Street 

Baltimore,  MD  21201 

(301) 

Ms.  Patricia  K.  O'Day 
Manager,  Prof.  Review 
Department  of  Public  Welfare 
600  Washington  Street 
Boston,  Massachusetts  02111 
(617) 727-8014 


Mr.  Michael  Hofmeister 
Supervisor 

Recipient  Surveillance  & 

Provider  Enrollmant  Unit 
Dept  of  Public  Welfare 
Health  Care  Programs  Division 
444  Lafayette  Road 
P.O.  Box  43208 
St.  Paul,  Minnesota  55164 

Mr.  Thomas  Gatewood 

Assistant  Director,  Program  Integrity 

Medicaid  Commission 

P.O.  Box  16786 

Jackson,  Mississippi  39236 

(601)  981-4507,  X-152 

Mr.  James  Lake 
SUR  Analyst 
Dept  of  Social  Services 
P.O.  Box  88 

Jefferson  City,  Missouri  65013 
(314) 751-3399 

Mr.  David  Eaton 
Coordinator,  Recipient 
Monitoring  Project 
Medicaid  Monitoring  Section 
Bureau  of  Health  Services  Review 
Medical  Services  Administration 
P.O.  Box  30037 
Lansing,  Michigan  48909 
(517)  373-0953 

Mr.  Lowell  Uda 

Montana  Economic  Assistance 

P.O.  Box  4210 

Helena,  Montana  59601 

(406)  449-4540 

Mr.  Tom  R.  Dolan,  RP 
Pharmacy  Consultant 
Department  of  Public  Welfare 
S/URS-Division  of  Medical  Services 
301  Centennial  Mass  S-5th  Floor 
Lincoln,  Nebraska  68509 
(402)  471-3121 

Ms.  April  Wilson 

Department  of  Human  Resources 

Medical  Care  Section,  Title  XIX 

251  Jeanell  Drive 

Capitol  Complex 

Carson  City,  Nevada  89710 

(702)  885-4775 


B-2 


Mr.  Robert  Moore 
Business  Administrator  III 
Office  of  Medical  Services 
Division  of  Welfare 
Hazen  Drive 

Concord,  New  Hampshire  03301 
(603)  271-4361 

Mr.  Boniface  J.  Damiano 
Chief 

Bureau  of  Medical  Care  Surveillance 

Dept  of  Human  Services 

Division  of  Medical  Asst.  <5r  Health  Services 

Office  of  Program  Integrity  Administration 

324  East  State  Street 

Trenton,  New  Jersey 

(609)  984-7459 

Dr.  Bertha  Levy 
State  Medicaid  Director 
Medical  Services  Division 
Department  of  Human  Services 
P.O.  Box  25352 

Oklahoma  City,  Oklahoma  73125 
(405)  521-3801 

Mr.  Nicholas  P.  Army,  R.  Ph. 
Medical  Care  Administrator 
Dept  of  Human  Services 
Medical  Assistance  Bureau 
P.O.  Box  2348 

Sante  Fe,  New  Mexico  875023 
(505)  827-5551 

Ms.  Rebecca  W.  Johnston 
Program  Coordinator,  Fraud  6c  Abuse 
Dept  of  Human  Resources 
336  Fayetteville  Street  Mall 
Raleigh,  North  Carolina  27610 
(191) 733-6681 

Mr.  Mark  Kolling 
Fraud  and  Abuse  Coordinator 
Dept.  of  Human  Services 
State  Capitol  Building 
Bismarck,  North  Dakota  58505 
(701)  224-4024 

Mr.  Stanley  Sells 
Chief 

Division  of  Medical  Assistance 

Dept  of  Public  Welfare 

30  East  Broad  Street,  31st  Floor 

Columbus,  Ohio  43215 

(614)  466-2365 


Mr.  Clifford  Greenlick 
Supervisor,  Utilization  Review  Group 
Department  of  Human  Resources 
Adult  and  Family  Services  Division 
Room  203,  Public  Service  Building 
Salem,  Oregon  93710 
(503)  378-2762 

Ms.  Debra  Ferrara 
Supervisor,  Recipient  Restr.  Unit 
Department  of  Public  Welfare 
Bureau  of  Utilization  Review 
P.O.  Box  2675 

Harrisburg,  Pennsylvania  17104 
(717)  783-5016 

Mr.  Anthony  Barile 
Administrator 

Medical  Assistance  Division 

Dept.  of  Social  and  Rehabilitative  Services 

600  New  London  Avenue 

Cranston,  Rhode  Island 

(401)  464-2174 

Ms.  Joan  Tenney 
Head  Nurse 

Division  of  Program  Integrity,  Rm  520 
Department  of  Social  Services 
P.O.  Box  1520 
Columbia,  SC  29202 
(803)  758-8082 

Mr.  Ervin  Schumacker 
State  Medicaid  Director 
Department  of  Social  Services 
Office  of  Program  Management 
Medical  Services 
Richard  F.  Kneip  Building 
Pierce,  South  Dakota 
(605)  773-3495 

Ms.  Debbie  Gant 
MG  Investigator 
Medicaid  Administration 
283  Plus  Park  Blvd 
Nashville,  Tennessee  37217 
(615)  741-6728 

Mr.  Morris  Williamson 

Texas  Department  of  Human  Resources 

Utilization  Control  Bureau 

7800  Shoal  Creek  Boulevard 

P.O.  Box  2960 

Austin,  Texas  78769 

(512) 458-63^1 
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